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A TRUE TEST OF CHARACTER. 



Beware of false prophets, which come to you in 
sheep's clothing, but inwardly they are raving wolves. 

Ye shall know them by their fruits. Do men gather 
grapes of thorns, or figs of thistles? 

Even so every good tree bringeth forth good fruit ; 
but a corrupt tree bringeth forth evil fruit. 

A good tree cannot bring forth evil fruit, neither 
can a corrupt tree bring forth good fruit. 

— Matthezv vii, verses 15, 16, 17 and 18. 
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SALUTATION. 



Believing it to be the duty of every person to do 
what he can, in the best way open to him, to improve 
the conditions of human life, I devote my energy and 
ability to the discussion of questions of public policy 
as ethical and economic propositions. I teach only 
that which I believe to be true. If any reader will 
show me wherein I am in error, the. test being the 
ethical or economical principle involved, I will make 
the necessary correction and publicly thank my in- 
structor. Only in this way can the cause of truth be 
served by anyone. 

It is impossible for persons who do not devote their 
time to the study of a subject, and especially for those 
whose time is fully occupied with the daily work of 
their vocations and business affairs, to keep them- 
selves continuously in touch with current discussions 
in the daily and weekly press and monthly magazines 
and reviews. For the use of such persons, as well as 
for those who wish to make a critical study of the 
subjects herein discussed, I have prepared this vol- 
ume of editorials, prefaced with a table of contents 
and supplemented with a topical index. This ar- 
rangement will enable the reader to find any topic 
without delay, and to use the book as a reference or 
text-book. 

I hope my work may meet with general apprecia- 
tion: Allen Ripley Foote. 
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PUBLIC POLICY EDITORIALS. 

(Selected from "The Other Side.") 



OUR DUTY AND YOURS. 

It is our duty to teach the truth. It is your duty 
to help spread it. Ordinarily those who approve of 
the principles advocated by a publication subscribe for 
it, others do not. It is the unbelievers who should 
be reached. This can be done only by every believer 
constituting himself a committee of one to carry the 
truth to those who are on the other side and do not 
know the truth. It has been the invariable experience 
of the centuries that the people will not pay for the 
kind of education of which they are in greatest need. 
The dissemination of the truth has always been ac- 
complished by the personal work and sacrifice of those 
who were its advocates. If you know a person who 
needs to be converted to correct economic views of 
public policy get him to read the kind of literature 
from which he will obtain correct instruction. 
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PUBLIC POUCY. 



PUBLIC POUCY REGARDING PUBLIC SERV- 
ICE INDUSTRIES. 

A government can best serve the general welfare 
of all the people by honestly applying a correctly deter- 
mined and administered public policy. Such a policy 
will be guided by correct economic principles, not by 
experiments or temporary expedients. Individual in- 
terests will be served by such a policy, but not to the 
disadvantage of any general, private or public interest, 
as is inevitably the case when public policy is not 
guided by correct economic principles. While indi- 
vidual interests may clash and persons may 
shift their positions as their interests appear to re- 
quire, the general and the public interests are un- 
changeable. In the case of any public service industry, 
the general and the public interests are properly served 
only when the community is supplied with the best 
known service at the lowest practicable price to users 
and taxpayers. Such a service supplied on such terms 
is a direct advantage to every person and property 
owner. To secure such a service on such terms must 
always be the objective point of a correct public pol- 
icy. A policy well designed to serve this purpose can- 
not be opposed by anyone who intelligently seeks to 
serve the general and the public welfare. Opposition 
to such a policy cannot be supported by sound public 
reasons, 
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FALSE ECONOMICS. 3 

FALSE ECONOMICS. 

Money devoted to acquiring an education is put to 
its highest economic use. This is true, however, only 
when the education acquired is true. Time and 
money spent in learning that which is not so, is worse 
than wasted. It is an expenditure of capital that makes, 
one doubly poor. He is poorer by what he has parted 
with and by what he has gained in return for it. 

Those who spread misinformation are intelligence 
destroyers. They may be innocent of any wrong in- 
tention because they may honestly believe the errors 
they teach. But their honesty of belief is powerless 
to protect their victims from being misled by the errors 
they learn. When the ignorant are taught by the 
ignorant it is a case of the blind being led by the 
blind. Disaster is the inevitable result. A person who 
wishes to know the truth will be more apt to find it by 
seeking good reasons for disagreeing with what ap- 
pears to him to be wrong, than by being led by the un- 
challenged statements of those who confirm his preju- 
dices. 

A teacher permeated with sentiment, honest at heart, 
but lacking in judicial acumen and stability, will work 
with the energy of a religious enthusiast. Economic 
fallacies are to true economics what oleomargarine is 
to butter. They are an imitation designed to pass 
for the genuine article. Their power to deceive is 
destroyed when so plainly branded that their true char- 
acter becomes known. Look out for the products 
of fallacious economic factories. 
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4 BETTER LOCAL GOVERNMENTS. 

BETTER LOCAL GOVERNMENTS. 

Until the patriotism of peace is recognized to be 
as essential to public welfare as the patriotism of war, 
local governments will be the product of manhood suf- 
frage exercised by the least capable and evaded by 
the most capable. Whenever the people have been 
called upon to defend the honor, the integrity, the 
existence of the republic, they have always responded 
with the majestic patriotism of intelligent resolve and 
have done their full duty, cost what it would. The 
enthusiasm of such patriotism has never failed to win 
victory for the cause of the republic. More than a 
century of existence, during which American armis 
have never been taken up to be laid down in defeat, is 
a record of which all citizens can be justly proud. 

When we turn from viewing the people's record of 
success in warfare and seek for their success in munici- 
pal self-government, humiliation takes the place of 
pride and the confession of defeat is forced by an 
almost unbroken record of inefficiency. The lack of 
stability in public policy is always in evidence. This 
is the besetting sin of democracies. It exists only be- 
cause the political action of the people has been deter- 
mined by expediency rather than principle. In no in- 
stance, when a principle universally and correctly un- 
derstood has been at stake, has there been the slightest 
wavering on the part of the people. The ranks of the 
American republic are always adamant when assailed 
by the foes of freedom of thought, freedom of speech, 
freedom of person. The American people are honest. 
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BETTER LOCAL GOVERNMENTS. 5 

They will do right when they know the right. Local 
governments are what they are because the people 
have not made it their business to study the principles 
that should guide their action in local affairs. This 
fact is painfully apparent whenever the overt acts of 
those intrusted with power raises a storm of resent- 
ment. Denunciations of existing evils are always loud 
and furious. The voices of a great multitude join 
in decrying what they feel to be wrong, but the oracles 
are few that can guide to correct action. The work of 
destruction is always more easily performed than the 
work of construction. It is safe to denounce but dan- 
gerous to attempt to eradicate an evil. Those who do 
evil are always sustained by the cohesive force of cor- 
rupt or vicious self-interest. When doing good be- 
comes as profitable as doing evil, the forces of evil 
will be routed from the field never to return. 

None of the evils so persistent in local governments, 
would exist if someone was not making money out 
of them. Knowing the cause, the remedy can be 
found and applied. Effort must be directed on two 
lines, reforming the laws, and improving the personnel 
of those intrusted with legislative and administrative 
powers in local affairs. The laws cannot be better than 
the people. Whenever a law has been enacted that was 
not sustained by public opinion, its enforcement has 
soon become impossible. The people worshipped the 
golden calf while the ten commandments were being 
written. Is the experience of humanity for six thou- 
sand years still insufficient to cause men to understand 
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O BETTER LOCAL GOVERNMENTS. 

that good laws cannot emanate from bad people, and 
that bad people in office will not administer public 
affairs in a way to create a reverent obedience to good 
laws? 

The first condition for securing better local govern- 
ment is the establishing of an unchanging policy of 
getting and keeping good men in office. Until the 
people of a city can guarantee every officeholder that 
his record in office will be the only cause of his re- 
election, promotion or retirement, there can be no con- 
tinuously sustained improvement in local governments. 
What inducement can there be for an honest and 
capable man to hold office if he cannot depend upon 
his faithful service of the public welfare to win his 
re-election? The commercial rewards of public office 
for honest and capable men are far less than the gains 
of the corrupt and vicious. No man is capable of per- 
'forming efficient service for the people who is not 
capable of doing equally good service for a private 
corporation or employers, or of employing himself in 
private business. The people have no right to accept 
his services in a public capacity, rendered at a sacrifice 
to himself, unless it is willing to reward him to the 
full limit permitted by law. Unsought approval of a 
public service well done is the reward of which manly 
men are justly proud. The great human heart of the 
world honors Admiral Dewey. Any gift bought witlT 
money, though it costs millions, can but tarnish the 
luster of his glory. His opportunity came and he was 
equal to its full measure. 
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BETTER WCAL GOVERNMENTS. 7 

If the people want better local governments they 
must learn to keep in office, without his solicitation, 
every man who proves himself equal to the full meas- 
ure of his opportunity to serve the people well. The 
road to the highest offices in the gift of the people 
should reach from the ranks of municipal councils and 
township boards through every grade to the highest 
offices in the nation. Promotion on service record, 
not by rule of law, but by the free choice of an intel- 
ligent people, will render local governments as efficient 
in their sphere of action as was the army at San Juan 
and the »avy at Manila and Santiago. JiVhen this be- 
comes the unchangeable rule of American public life, 
honest, capable and experienced men will always be at 
the command of the people to execute their clearly de- 
clared policy. Honor is as contagious as vice. When 
the people never fail to honor an official, small or 
great, who has proven himself worthy of honor by his 
record in office, they will never fail to have men in- 
vincible under stress of any trial or emergency to 
manage their public affairs. This done, local govern- 
ments will cease to be a reproach to American intelli- 
gence and civilization. 



Digitized by 



Google 



8 UNIFORM MUNICIPAL DATA. 

UNIFORM MUNICIPAL DATA. 

We are exceedingly glad to refer to a summary of 
a report made by its committee on "Municipal Data'* 
to the American Society of Municipal Imlprovements. 
This society is composed of technically educated men 
in charge of the engineering work of municipal under- 
takings. The observations and recommendations con- 
tained in this report are in marked contrast with the 
papers read before the League of American Munici- 
palities. Men taught by training and experience to 
appreciate the value of correctly comparable official 
data, estimate at its true worth the importance of 
such data as a means of developing efficient administra- 
tion. Inspired by a noble pride in professional pres- 
tige, their first observations are devoted to deploring 
the great lack of uniformity in keeping municipal ac- 
counts, the lack of co-ordination of departments, the 
duplication of reports, and the consequent inability 
to obtain any adequate idea of the economy of the 
operation of the departments. Statements, such as 
these, made by men who know, completely destroy 
all claim to credibility for the statements made by 
men who do not know, made by municipal politicians, 
interested in winning votes by catering to popular 
prejudices, and by municipal reformers, biased on 
social theories. 

The demand for uniformity in municipal account- 
ing is affirmed by every competent head of a municipal 
departmfent who is loyally devoted to the development 
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- UNIFORM MUNICIPAL DATA. 9 

of efficient muncipal administration. It is affirmed 
by every investigator and economist who seeks truth, 
not a confirmation of his theories, when he examines 
the records of experience. It will be sustained by the 
business sense of the people, and the demand of all 
taxpayers when they correctly understand its vital im- 
portance as a means for enabling them to g^ the best 
obtainable results from money spent for the support of 
municipal governments. This demand is opposed by 
those whose political capital consists in their ability 
to mislead the people with misstatements regarding 
the results of their administration of public affairs, and 
by teaching economic fallacies and pandering to popu- 
lar prejudices, false guides for public policy. It is 
opposed by those who advocate theories that are liable 
to be demolished by facts. 

MUNICIPAL ACCOUNTS MUST BE REGULATED BY STATE 
LAWS. 

However praiseworthy the recommendations of this 
society undoubtedly are for the formation of census 
schedules and a national bureau of municipal data, the 
fact must be clearly recognized that the formulating, 
prescribing and auditing of a system of uniform mu- 
nicipal accounting is the function of states, not of the 
national government. By state laws municipalitiies 
are created. By state laws their administration must 
be regulated. It is the right and the duty of a state 
to establish a uniform system of accounting for all 
municipalities and to require all accounts to conform 
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lO UNIFORM MUNICIPAL DATA. 

with this system. Local circumstances and personal 
preferences cannot be permitted to cause deviations 
from the established system if its most valuable pur- 
pose, that of rendering correct comparisons possible, 
is to be realized. When uniform systems of account- 
ing are established by states the work of the census, 
and the work of the bureau of municipal data already 
established by act of Congress in the United .States 
Department of Labor, will be greatly simplified and 
made exceedingly effective. 

DEMOCRATIC APATHY. 

The source of greatest weakness in Democratic gov- 
ernments is in the lack of a sense of responsibility for 
good or bad government on the part of the people 
and of those who fill the offices. In the absence of au- 
thority to require prompt and intelligent attention to 
suggestions for the improvement of governmental ad- 
ministration, the appeals of those who undertake such 
work, regardless of their mission, point of view, social, 
business or political standing, are almost universally 
disregarded. If a democracy is to be an efficient form 
of government, a correctly educated public opinion 
must perform the functions of the irresponsible au- 
thority against which democracy is a protest. Every 
citizen must feel his responsibility for good or bad 
govemmjent, and every officeholdler and public em- 
ploye must be required by an enlightened public opin- 
ion to aid, in all proper ways, the efforts of those who 
are performing a patriotic duty in attempting to im- 
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ECONOMICS VS. POLITICS. II 

prove the form, or the administration of government'. 
When such conditions are established the discouraging 
experience of this committee, which in no way differs 
from that of all investigators, will give place to a 
cordial co-operation from all who are in position to give 
the aid asked. We hope the next report of this com- 
mittee will be one of complete success in this re- 
spect. 

ECONOMIC PRINCIPLES VS. POLITICAL 
POLICIES. 

Economic principles are terribly handicapped in 
contending with political expediency for the deter- 
mination of public policy. Those who teach eco- 
nomic principles cannot enforce them except 
through the slow process of educating the people, 
while those who formulate political policies on the 
basis of expediency, secure power to enact their meas- 
ures into law. The people are more likely to delegate 
legislative power to those who cater to their preju- 
dices by advocating policies that are popular than to 
those who teach them what they ought to know. This 
accounts for many solemn declarations in laws, and 
in judicial decisions based on laws as enacted, that 
"All monopolies are odious and against public policy." 
Some monopolies are of this character, many others 
are not. It accounts for the public clamor so easily 
raised by persons having private purposes of their 
own to serve, when an application i% made to a city 
council for a competing franchise to enable them 
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12 PUBLIC ACCOUNTING. 

to raid the business of some public service industry. 
Such a raid will never be permitted when the people 
are properly taught by reason and experience that 
public service industries must be dealt with as regu- 
lated monopolies. A people who correctly under- 
stand the economic principles involved in public 
service franchises will know how to regulate natural 
monopolies, or how to acquire the power to regu- 
late them, when necesssary, so as to secure from 
them with certainty and continuously the best known 
services at the lowest practicable price for public 
and private users. 

PUBLIC ACCOUNTING. 

Next in importance to an honest and capable man 
in office is a correct system of public accounting and 
of auditing such accounts. It is the people's busi- 
ness to know how their money is collected and ex- 
pended. The certificate of a public auditor to the 
correctness of an official's accounts should be a war- 
rant for his retention in office. If the condition of 
an official's accounts will not secure for him such a 
certificate, that fact should be a warrant for his dis- 
missal. 

It is not in the detection of dishonesty, valuable 
as that may be, that a correct system of uniform 
accounting and public auditing for all public ac- 
counts will be of greatest service to the people. 
Such a system is indispensable to the correct un- 
derstanding of public business. It is a fundamental 
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PUBLIC ACCOUNTING. 13 

requirement for the efficient and economic manage- 
ment of public affairs. It will furnish an infallible 
guide for public policy. It is said that all public 
utilities should be owned and operated by the pub- 
lic for the benefit of the people. Is it not wise for 
the people to require an account for all such un- 
dertakings that will show them exactly what bene- 
fits they do derive from owning and operating them? 
Should not all who advocate public ownership and 
operation of public utilities be eager to require that 
accounts be so kept that they will show the true 
and entire costs for each service? Theories can be 
proven correct by the records of experience only. 
Facts stop arguments. 

There is not, at the present time, a single state 
in which a proper system of accounting and audit- 
ing of all public accounts is required by law. Those 
who are studying the problems of government are 
fast realizing that correct civil service regulations 
and a correct system of uniform accounting and 
public audit are the foundations on which all re- 
forms must rest. Movements in this direction have 
been commenced almost simultaneously in several 
states. There are more possibilities of good results 
from a uniform system of accounting and public 
auditing than from any other reform now before 
the people. 
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14 UNWISE LEGISLATURE. 

AN UNWISE LEGISLATURE (INDIANA). 

During the session of the Legislature, (1898) the 
State Board of Commerce, through the Indiana 
County and Township Government Commission, 
presented and urged the enactment of measures de- 
signed to establish a better system of county and 
township government. 

Among these measures was one drafted by the 
Hon. William Dudley Foulke, requiring a uniform 
system of accounting and state examination of all 
county and township accounts. This measure, it 
was believed by some members of the commission, 
and of the Legislature, would be more effective for 
accomplishing reforms than any other singly feature 
of the work presented to the Legislature by the 
commission. But the Legislature refused to enact 
it. What good public reason a member of the Leg- 
islature can give to his constituents for not voting 
for the enactment of this measure we cannot con- 
ceive. 

We request every reader of this article, residing in 
Indiana, to regard it to be his special privilege and 
duty to ask representatives in the Legislature for 
a statement of their reasons for not voting in favor 
of this bill. We want to know what objections can 
be urged against the adoption by the state of a uni- 
form system of accounting, to be prescribed and 
audited by the state, not only for county and town- 
ship governments, but for village, town and city gov- 
ernments as well. 
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The taxpayers of Indiana should start on the war- 
path at once to find out why such a measure should 
receive such treatment from their representatives. 

This evidence of the practicability and good re- 
sults derived from such enactments will give tax- 
payers a good club with which to attack their rep- 
resentatives when they demand reasons for failure 
to legislate for the welfare of the people. How can 
a member of the Legislature defend his adverse ac- 
tion in the face of evidence furnished by the official 
examiner of Wyoming? Here it is: 

"Our county, municipal and state government ex- 
pense is lower than ever before. Our taxes for state 
and county purposes are full three and one-fourth 
mills less than three years since. We have not had 
a defaulting offeer, except in a small amount, since 
the organization of the department. The probable 
loss will not exceed $500, while the amount that I 
have recovered without an arrest or lawsuit will ex- 
ceed $60,000 since my incumbency, December, 1892." 

Does not this show taxpayers in every state that 
the employment of a competent state examiner is 
the best possible investment for their money? Pri- 
vate corporations spend large sums in maintaining 
an accurate accounting and statistical system, so 
that directors and stockholders may be correctly in- 
formed regarding every detail, a knowledge of which 
is essential to efficient and enterprising management. 

If this is necessary for directors and stockholders 
where the interest is large and direct, it is most cm- 
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phatically necessary for taxpayers where the inter- 
est of each is comparatively small and indirect. An 
old axiom says public affairs are never well attended 
to because "What is everybody's business is no- 
body's business, therefore it is never done." The 
thing for everybody to do is to make it the business 
of a capable state examiner to look after their in- 
terests in the accounting for the receipt and disburse- 
ment of their money for all public officials. Then 
it will be done. 

FALLACIES REGARDING PUBLIC SERVICE 
INDUSTRIES. 

A public service industry is an undertaking for sup- 
plying a common need that cannot be advantage- 
ously supplied without making a special use of pub- 
lic streets and property, the product or service of 
which is sold to public and private users. The user*s 
interest in such an industry begins and ends with 
the character of the service and the price paid for 
it. The public policy that will with the greatest 
certainty continuously secure for the user the best 
service at the lowest price is for him the best policy. 
All students of this subject, however much they may 
disagree as to methods of regulation, or the policies 
of public or private ownership and operation of such 
industries, agree that they are by nature monopolies 
and must be so recognized and dealt with if all of 
the people are to be served by them to the best 
advantage. The people have not learned this fact 
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because they have been blinded by an unreasonable 
prejudice against all monopolies as things of evil. 
They have failed to understand that competition in 
the domain of a natural monopoly is as great an 
evil as a monopoly in the domain of natural com- 
petition. In this circumstance many persons hav- 
ing illegitimate purposes in view have found their 
opportunity to misdirect public opinion and serve 
their private ends at the expense of the common 
good. It is not to the interest of such persons to 
cause the people correctly to understand the eco- 
nomic principles that must be applied if users and 
taxpayers are to secure the best public services at the 
lowest practicable price. Such principles correctly 
applied will remove all legislative uncertainties from 
the m(Einagement of these industries. Uncertain- 
ties create opportunities for manipulators. Many 
schemes, economically unsound, have been enthu- 
siastically urged by those who are entirely sincere 
in believing that the plans they proposed would 
surely operate to the advantage of users. The fal- 
lacy that competition is the only force sufficiently 
potent to check the greed of grasping monopolies and 
reduce prices for users is one a misinformed public 
can most readily be brought to believe. It is always 
utilized by those who seek competing franchises for 
their own profit, regardless of its effect upon the 
welfare of the city and existing investments. They 
solicit privileges on the basis of serving the public 
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welfare. They always have an apparently good public 
reason with which to solicit votes in the legislature, 
city council or from the people. Such schemes are un- 
sound. They are proved to be so by reason and 
experience. The people who favor them, honestly or 
corruptly, are either misled by want of correct infor- 
mation or seek to serve their own ends regardless of 
the public good. In the settlement of questions of 
public policy unintelligent sincerity is as great an 
enemy to the public welfare as corrupt intelligence. 

SCIENTIFIC REGULATION OF PUBLIC 
SERVICE INDUSTRIES. 

The vital requirement of a scientific system of 
regulation is that the regulative power shall be co- 
ordinate with, and, whenever possible, superior to 
the industry to be regulated. All attempts of an 
inferior power to regulate an industry that over- 
reaches its jurisdiction, or is superior to it, are pre- 
ordained to failure by the natural law of force. The 
greater will always overmaster the lesser power, re- 
gardless of the will of the people, or the edicts of 
emperors and czars. This fact infallibly indicates 
the requirements to which a scientific system for 
the regulation of public service industries must con- 
form. 

MUNICIPAL PUBLIC SERVICE INDUSTRIES. 

A municipal public service industry is one the op- 
eration of which does not extend beyond the cor- 
porate limits of a municipality. The regulation of 
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such an industry should be intrusted to a municipal 
board of public service regulation, composed of three 
members. They should be elected at large or ap- 
pointed by the mayor. Their term of service should 
be the same as that of state district judges. Their 
pay should be as good as that of the best-paid mu- 
nicipal officer. 

STATE PUBLIC SERVICE INDUSTRIES. 

A State public service industry is one the op- 
eration of which extends beyond the limits of the 
municipality or county in which its central organi- 
zation is located, but does not extend beyond the 
limits of the state in which it operates. The regu- 
lation of such an industry should be intrusted to a 
state board of public service regulation, composed 
of three or five members. They should be elected 
at large or appointed by the governor. Their term 
of service should be the same as that of the state 
Supreme Court judges. Their pay should be as 
good as that of the best-paid state officer. 

NATIONAL PUBLIC SERVICE INDUSTRIES. 

A national public service industry is one the op- 
eration of which extends beyond the limits of the 
-state in which its central organization is located. 
The regulation of such an industry should be in- 
trusted to a national board of public service regula- 
tion composed of five or seven members. They 
should be elected at large or appointed by the Presi- 
dent subject to the approval of the Senate. Their 
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term of service should be the same as that of the 
United States Supreme Court judges. Their pay 
should be as good as that of the best-paid United 
States officer. 

QUALIFICATIONS OF BOARD MEMBERS. 

Ability, honesty and intelligence at any price re- 
quired to command such service are the only quali- 
fications the people can afford in such officers. In- 
efficiency, dishonesty and ignorance in such positions 
will poison at their fountain-head the waters pro- 
vided for the healing of the nation. No disaster can 
be more appalling in its far-reaching and withering 
effects than this. 

To the honor and responsibility of such an of- 
fice the law creating these boards should add every 
safeguard that can be devised to protect the mem- 
bers of such boards from all temptation or neces- 
sity of yielding to the demands of corporations or 
politicians that which cannot be granted with a due 
regard for the best interests of all the people. The 
people's boards must not be inferior in any respect 
to the boards or associations of organizations that 
have gained the mastery of public service industries, 
be they municipal, state or national. If they are, 
the people will be powerless to cope with public 
service questions of municipal, state or national im- 
portance. If the people cannot command the ability 
correctly to regulate, they have no reason to hope 
that they can secure an economic gain by owning 
and operating any of these great industries. 
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THE RIGHT OF APPEAL. 

In order that every municipality and state may 
enjoy the fullest degree of "home rule," without right 
of interference from the government to which it is 
subordinate, and to secure to every corporation en- 
gaged in rendering a public service immunity from 
the unwisdom or unfairness of the members of the 
boards to whose regulation they are subjected, there 
should be a right of appeal from municipal to state 
boards for all municipal public service industries, and 
from the state to the national board for all state 
public service industries. 

That authoritative decisions may be quickly reached 
in every case of disagreement, the appeal should be 
carried directly from one board to another without 
the interference of any court. The courts should take 
cognizance of all questions growing out of legislative 
enactments by municipal councils, state legislatures or 
the Congress. It is the duty of the courts to interpret 
enacted laws and enforce obedience. The attainments 
that fit them for their duties as courts of law and jus- 
tice render them incompetent properly to adjudicate 
technical questions pertaining to the regulation of a 
great operating public service industry, or to the costs 
of such services and the prices that may be charged 
for them. These are all questions of fact, not of legis- 
lation or of the meaning of a law. 
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REGULATION^ NOT OWNERSHIP AND OPERATION, THE 
TRUE ISSUE. 

Through a scientific system of regulation the people 
may acquire the ability to own and operate. Without 
the ability correctly to regulate, a municipal, state, or 
the national government is as incompetent to own 
and operate efficiently as a child that has not learned 
to walk is to run. If the people^s boards are not as 
competent, as well equipped and as well sustained in 
every way to deal with the problems they are depended 
upon to solve, as are the boards of directors of any 
corporation with which they may be called upon to 
contend, the natural law of force will prevail and the 
advantage will be with the strongest board. If the 
people intrust their interests to a board of inferior 
ability they must expect defeat and should blame their 
discomfiture on their own unwisdom, not upon the 
economic system prevailing at the existing stage of 
human progress toward better conditions. The realiza- 
tion of the better conditions so earnestly desired by 
every true friend of the people is dependent upon a 
perfect mastery of the art of regulation. The natural 
law of force forbids the undertaking of the responsi- 
bilities and risks of ownership and operation before 
the art of regulation has been acquired. Unless compe- 
tent to deal with the lesser, responsibility, the greater 
can never be undertaken successfully. 

Whatever development may be reached in the future 
we may not know, but we do know that municipal, 
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State and national regulation — ^not the ownership and 
operation— of all public service industries is the true 
issue of to-day. 

TAXPAYERS TAKE THE RISK. 

The business community cannot be deluded by a 
more fatal fallacy than that of supposing the question 
of the municipal ownership and operation of public 
utilities to be no affair of theirs, but simply a fight 
between corporations and politicians. In every munici- 
pal undertaking taxpayers take all the risk while 
they gather few or none of the benefits. Taxpayers 
must insist upon a system of municipal bookkeeping 
that will show the true and entire cost of every mfunici- 
pally owned and operated industry, and that municipal 
charges for services rendered must be high enough 'to 
produce a sufficient revenue fully to pay all costs of 
ownership and operation and to provide a sinking 
fund for the payment at maturity of any bonds that 
may have been issued on account of the undertaking. 
If they fail to safeguard their interests, in this way, 
taxpayers will have to pay all deficits. 

THE ORIGIN OF SOCIALISM. 

M. Edmond Demolins, director of the La Science 
Sociale, one of the best authorities in France on social 
and economic subjects, has published a book written 
with the special purpose of warning the French nation 
against defects in its educational methods, and to show 
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that Anglo-Saxon superiority is due to th« develop- 
ment of individual strength — physical, moral and in- 
dustrial. He ascribes the superiority of the Anglo- 
Saxon to the recognition of the right to own private 
property, the defense of this right, and the energy of 
private initiative, induced by securing the gains of 
labor, skill, genius and enterprise to those who win 
them by virtue of their own pluck, intelligence and 
initiative. 

This book has been more widely reviewed and read 
by the press and people of Europe than any publication 
on social and economic subjects. It has been translated 
into several languages. Messrs. R. F. Fenno & Co., of 
New York, have published an English edition trans- 
lated from the tenth French edition. 

M. Demolins^ discussion, "Why the Anglo-Saxons 
are more hostile to socialism than the Germans and 
the French,'^ should be read by every person in this 
republic. We are unacquainted with any other source 
of information from which one can obtain as concise 
an historical, philosophical and scientifically critical 
statement of the origin, generic causes and decadent 
tendencies of socialism as is here found. 

We insist that this book should be read by every 
American citizen, because it will satisfy him that the 
socialistic demands and program that are becoming a 
feature of political policies are distinctly un-American; 
— are a direct attack on the right to own private prop- 
erty, and lead to a state founded on militarism, official- 
ism and socialism. If the American people do not 
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want this republic Prussianized they must call a halt 
on the socialization of industries and of property.. 
They must defeat every demand for the public owner- 
ship and operation of an industry, recognizing in it an 
attack upon the principle of the ownership of private 
property, of private initiative, and of individual in- 
dustrial freedom. 

BRYANTS DEFINITION OF TRUSTS. 

"The word Hrusf is being used to describe a form 
of corporate wealth which monopolizes the production 
of any article of commerce/^ — Bryan, 

This definition, if universally accepted and adhered 
to, will go far toward removing many misconceptions 
from the minds of those who are unaccustomed to 
drawing distinctions when they use a general term. 

Monopoly in the production of any article of com- 
merce which destroys competition is held to be against 
public policy. This is because competition is relied 
upon as a potent force for reducing or regulating prices. 
Combinations of great capitalists for the purpose of 
controlling the production and distribution of articles 
of commerce are the only ones that can be rightly in- 
cluded in a discussion of trusts. Whether or noit such 
combinations are public evils or benefits will not 
now be discussed. The important point to be consid- 
ered at this time is that this definition of trusts ex- 
cludes all public service industries. This is perfectly 
correct. The services they supply are not "articles of 
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commerce/* They are natural monopolies. The more 
perfect these monopolies are made, assuming, of course, 
that they are properly regulated, the better it will be 
for the people they serve. A combination of capitalists 
for the control of such monopolies can but result in 
better -service and lower rates for the people. If the 
manufacture of shoes in any state was entirely under 
the control of a combination of capitalists, they would 
undoubtedly close many small shops, and, by the 
use of improved machinery, which small producers 
could not employ, they would undoubtedly produce 
more shoes at a less cost per pair than were produced 
before the combination was formed. But this cannot 
be the case with the ownership of waterworks, gas- 
works, electric lighting works, street railroads, steam 
railroads, telephone and telegraph systems. If all the 
private waterworks in a state were owned by one cor- 
poration, it could not close down the works in a single 
city, because the requirements of each independent 
community are such that an independent waterworks 
system is imperative. This is true of gas and electric 
lighting works. If all the street railroads in a state 
were owned by one corporation, while it could not 
stop the operation of a single car in any city, it could 
extend its lines in any direction that would enable them 
to unite one city with another. This would not only 
greatly increase the facilities for travel and transporta- 
tion between cities, it would bring the advantages of 
frequent, quick and cheap transportation for persons 
and commodities to all coimtry districts traversed by 
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them. This is also true of the telephone and telegraph 

service. To secure all advantages that are possible to 

\ these services, the people should encourage and compel 

1 consolidation without limit. The greater the consolida- 

\ tion the more perfectly centralized its organization be- 

\ comes, and the more abundant its capital is, the greater 

I will be its power to serve the people well, the better and 

I cheaper the services rendered will be. Consolidations 

I of public service industries do not create trusts. 

COMPETITION FALLACY— GOOD LAW— BAD 
ECONOMICS. 

The decision of the Indiana Supreme Court in the 
case of the Portland Natural Gas & Oil Company is 
an example of good law and bad economics. It is evi- 
dence that, in the enactment of the law, the advice of 
politicians, not of economists, was 'followed. Re- 
garded only as a decision, correctly interpreting and 
applying existing enacted laws, the conclusions of the 
court are correct ; the decision is good law. Regarded 
as an exposition of economic principles, its defects 
are the defects of the law, and prove the position 
always insisted upon by those who intelligently dis- 
cuss such subjects, that the correct economic educa- 
tion of the people must precede correct economic 
legislation by the people's representatives, and, it may 
be added, in the light of this case, that correct economic 
legislation must precede court decisions that will rightly 
interpret and apply correct economic principles. When 
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such principles are not in the law they cannot appear 
in decisions based on the law. 

The law determines the character of the decision. 
The honesty and intelligence of the people determine 
the character of the law. This decision accords with 
the law and the facts. 

The laws of the state of Indiana governing this 
case ignore the economic truth that "Competition in 
the sphere of a natural monopoly is as great an evil as 
a monopoly is in the natural sphere of competition/' 
and that "Competition cannot continuously exist where 
combination is possible.^' 

THE people's interest. 

The people's interest cannot be correctly served by 
any law or public policy that does not apply correct 
economic principles. The interest of the people of 
Portland in this case is that of user and taxpayer. 
They had need of a public service such as the Port- 
land Natural Gas & Oil Company was organized to 
render. To obtain this service they granted the privi- 
lege of supplying it to this corporation. The law pro- 
hibits the granting of exclusive and perpetual fran- 
chises on the theory that n^onopolies are odious be- 
cause they destroy competition. Competition, the god 
of war, is the deity called upon tp preside over an 
industrial vocation — a vocation of peace. The law 
as it stands is radically wrong, but it does not neces- 
sarily prevent the people from doing right and thus 
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serving their own interest. They cannot permanently 
serve their own interests by doing wrong. 

The people of Portland wanted a service. In be- 
half of their own interest they should have contracted 
for the service on terms that would continuously se- 
cure the best service at the lowest profitable price. 
The economic factors involved in such a proposition 
are quantity and character of service, term of em- 
ployment for the capital invested to supply it, and 
compensation to be earned by the investment. It 
ought not to be necessary to affirm that the cost of a 
service cannot be cheapened by dividing the demand 
and employing two plants, two sets of officers and 
operating forces to supply a service that one can do 
more effectively. But such is the expectation of those 
who believe that competition cheapens prices. Let 
those who hold that theory answer this question : Can 
any person, firm or corporation continuously supply a 
service at a price to users that does not pay a profit ? 
If not, then the price for a service mtist necessarily 
be cost plus a profit. If two corporations are em- 
ployed, the cost of the service supplied by each will 
be increased by reducing the output per capital em- 
ployed. There is nothing to enable one corporation 
to produce more cheaply than another. The cost for 
each must be about the same; profit each must have 
if it is to live, and is necessarily at a higher rate per 
cent on a small investment than on a large one ; there- 
fore the price at which each can afford to sell its serv- 
ices continuously is the same. These facts are always 
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learned from experience by those wlio are not taught 
by reason. They invariably force a consolidation, or 
an agreement on price, as has been shown in this Port- 
land case. There is not an instance on record where 
an attempt has been made to establish competitive 
plants to render a public service, that has not resulted 
in the practical elimination of competition through 
consolidation or combination. This fact is well under- 
stood by promoters. It has become an industry with 
a class of speculators to take advantage of the popular 
fallacy that the people can only secure the best service 
at the lowest prc^table price by encouraging competi- 
tion, to obtain competing franchises and erect com- 
peting works with no other purpose than that of selling 
out to the old company, or by injuring the business of 
the old company so that it can be bought out at a 
bargain rate. This is a species of blackmail that no 
honest-minded and well-informed community will per- 
mit. 

THE INITIAL ERROR. 

The initial error was made by the people of Portland 
when they failed to safeguard their own interests, at 
the time they first voted a privilege to the Portland 
Natural Gas & Oil Company, by providing in the con- 
tract that they would employ the capital of this cor- 
poration under its own management, insure the invest- 
ment from impairment, and allow a stipulated profit 
to be earned on the investment while employed, and 
whenever the people wished to become owners and 
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Operators of the business they would pay out the in- 
vested capital dollar for dollar. Such stipulations in 
the contract would have determined price by cost plus 
the authorized profit. The price could have been 
fixed for five-year periods, but the question of the 
duration of the franchise could only be determined by 
the people exercising their right to purchase the plant 
and equipment in use for rendering the service. Un- 
der such conditions no competing franchise would have 
been granted. The people would have understood 
that cost must be increased by dividing the demand and 
employing two plants and equipments to do the work 
of one, and that the price to users on the basis of cost 
plus authorized profit would be lower with an un- 
divided demand and one plant and equipment than it 
could be with a divided demand and two plants and 
equipments. The promised benefits of competition 
would have been seen in its true character, to be a de- 
lusion and a snare well devised to deceive the unin- 
formed, but powerless to sway the judgment of those 
who know the correct economic principles involved 
in the problem of how to secure the best public serv- 
ices at the lowest price to users and taxpayers. 

THE EXISTING LAW DOES NOT PROHIBIT SUCH A 
CONTRACT. 

While the law forbids the granting of a perpetual 
and exclusive franchise, it does not compel the grant- 
ing of a competing franchise. The law is unwisely in- 



Digitized by 



Google 



32 FALLACY OF COMPETITION. 

tended to safeguard the interests of the people. It 
will defeat its own purpose when it prohibits the peo- 
ple from safeguarding their own interest by means 
of a contract more beneficial to them than the compe- 
tition the law is intended to encourage and provide 
for. If a corporation can apply to any town for a 
competing franchise, and compel the town to grant its 
demand, then the citizens have been robbed of the 
power to govern themselves in purely local matters, 
in accordance with the teachings of experience and the 
lope of reason. Do the people of Indiana, or of any 
state, wish such a condition of affairs to continue, 
if they really exist ? 

WHAT IS THE RESULT OF COMPETITION IN PORTLAND? 

1st. — Two plants; two equipments; two business 
organizations ; two investments. Can people who are 
sane and intelligent believe for a moment that these 
two corporations will continuously fight each other 
in order that the people may fatten on their blood in 
the continuous enjoyment of the benefits of competi- 
tion? If so, the day of their disappointment is inevit- 
able. Each company must make a profit, or it must 
ultimately go out of business. A price that will en- 
able one company to make a profit cannot be under- 
cut by the other company when it is operated for a 
profit and not for amusement. When both conipanies 
are operajted for a profit, their prices will be nearly 
equal, if not the same, in fact. The effect will be the 
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same as though they had entered into a combination 
to fix prices and destroy competition, as the complaint 
in this case affirms. If both companies continue to 
operate, competition in price must cease. If one com- 
pany sells out to the other, or the charter of each or 
both is forfeited by a final decree of the court, com- 
petition will cease by that means. If the companies 
consolidate, which is the thing they should do, com- 
petition will terminate in that way, and the people will 
have an unnecessarily large investment upon which to 
pay interest and a profit as the4)enalty of their un- 
wisdom in granting a competing franchise. 

Until the law can be changed to conform with the 
requirements of correct »economttcal principles, the 
people should correct the defects of the law by adopt- 
ing and inflexibly adhering to a correct public policy 
in which such principles will be applied. In this way 
they can prove their ability to govern themselves wisely, 
and they can acquire the power so to govern. Until 
this is done the decisions of the Supreme Court of 
Indiana in cases of this character must continue to be 
in accordance with the law, but in violation of correct 
economic principles. A corrected public opinion will 
correct the law. The proper education of the people 
is the mission of the economist. It will be good policy 
for the people to employ economists to write tlieir 
laws. They will then gain the benefit of contracts that 
will continuously secure for them the best public serv- 
ices at the lowest profitable prices. More than this 
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they have no right to demand ; less than this they have 
no right to acxept. 

WHAT IS THE SPHERE OF A NATURAL MO- 
NOPOLY. 

"The Citizen" of Columbus, Ohio, in its issue for 
July i8, 1899, devotes its leading editorial to taking 
issue with our statement that competition in the sphere 
of a natural monopoly is as great an evil as a monopoly 
is in the natural sphere of competition, 

"The Citizen" objects to this statement — ^"because 
it would be impossible for the advocates of various 
schools of municipal theories to agree what is the 
sphere of a natural monopoly or the natural sphere 
of competition." This objection may have some 
meaning to a politician bidding for votes, or to a 
speculator bidding for a competing franchise, but 
to an economist it is an objection of about as much 
force and character as an objection to teaching a 
child the letters of the alphabet would be because 
all the members of the family may not agree on 
which one shall be called "A." If there is a defi- 
nition in economic science about which there is ab- 
solute agreement, it is the definition of a natural mo- 
nopoly. If the "Citizen" will cite us two conflict- 
ing definitions of this well-known and widely used 
economic term, from competent economic authori- 
ties, we shall be very glad to g^ve Ihem publicity. 

Any industry is a natural monopoly the products 
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or services of which cannot be economically produced 
and distributed for use without the grant of a privi- 
lege to make a special use of public highways. Nat- 
ural monopolies are public service industries. Com- 
petition permitting a duplication of plants, equip- 
ments and business organizations to perform a serv- 
ice that can be more economically performed by one 
is an evil. 

REVISION OF ECONOMIC LEGISLATION. 

Progress is made by destroying the old and build- 
ing new and better. When a people become restless 
under conditions to which they have long been ac- 
customed, and denounce them as evils, it is evident 
that old conditions have served their purpose and 
must give way to new conditions more in accord 
with the growing intelligence. Under such circum- 
stances resistance to the demands of the people is 
unwise. When legal rights appear to the people 
as legal wrongs, no power can permanently prevent 
the wiping out of every constitutional and legislative 
enactment upon which the judgment of a court can 
be based by means of which the perpetuation of' such 
rights can be effected. The oncoming of the day 
of their destruction is inevitable. It is therefore the 
best of wisdom to guide the work of destroying 
old and constructing new conditions; rather than to 
tempt disaster by a futile resistance to the'progress 
bf humanity in the realizatioii of its dfestiny. 
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No department of activity, in science, art or in- 
dustry, in religion, philosophy or government has 
remained stationary for half a century. The prog- 
ress of the past when fully developed and correctly 
adjusted to the life of the people becomes the foun- 
dation for the progress of the future. Each gen- 
eration has its peculiar questions of overshadowing 
importance to deal with and settle. These questions 
have the racial characteristics of their forebearers. 
When they become acute and demand settlement 
that progress may be made, they g^ve to those of 
their generation capable of greatness, opportunity to 
prove their worth. The day was when human slavery 
was a helpful condition of progress. The day came 
when human slavery was recognized as wrong. The 
legal right was branded as a legal wrong. When 
that day came the right to property in slaves was 
doomed. There is no occasion to here portray at 
what cost the old condition was destroyed that new 
and better conditions might exist. The cost, fear- 
ful as it was in treasure and lives, did not prevent 
consummation of the inevitable. 

The day was when the granting of franchises to 
un-regulate public service corporations was a help- 
ful condition of progress. It gave opportunity and 
inducement to bold, energetic, capable men to con- 
struct and perfect public service works which have 
made this the wealthiest, most prosperous and pro- 
gressive nation in the world. But the day has come 
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when much that has been done in these regards is 
recognized as being wrong. Once believed to be 
wrong, the coming of the day when the wrong will 
be corrected is inevitable. This correction may be 
made by the peaceful processes of evolution or it 
may be resisted until it is effected by the destructive 
processes of revolution. The method by which the 
reconstruction of the public service industrial sytem 
of this country will be effected may be chosen by 
those who hold legal rights under existing condi- 
tions, but it cannot be prevented by them. Old con- 
ditions will be destroyed, new conditions will be cre- 
ated. What will these new conditions be? Some 
say the municipal, state and national ownership and 
operation of all public service utilities. We say pub- 
lic regulation and private ownership and operation 
is the next form into which a correct industrial de- 
velopment will cast the public service industries of 
the nation. This is a new reconstruction issue that 
^ is fast becoming acute and demands settlement. In 
the destruction of the old and the construction of 
the new conditions the people have need of the 
guidance of the best wisdom they can command. 
If they are rightly educated they will do right. If 
they are not so educated how can they do right? 
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EDWIN BURRITT SMITH ON MUNICIPAL 
FRANCHISES. 

TERM MUNICIPAL FRANCHISE DEFINED. 

In order to discuss his subject properly Mr. Smith's' 
first effort is to define exactly what is or should be 
meant by the term "municipal franchise." His defi- 
nition is correct. He is also correct when he says 
a corporate franchise is technically the right to ex- 
ist as a corporation, which is derived from the state. 
*When, however, he attempts to make a distinction 
between a municipal and a corporate franchise by 
adopting the term "municipal license," he seems to 
lose sight of the fact that the municipal franchise 
is exactly like a corporate franchise in respect to its 
being involved in the right of the municipality to 
exist which is derived from the state. A municipal 
franchise exists only in the grants to municipalities 
by special or general state laws by authority of which 
they become corporate governments, endowed with 
certain specified delegated powers. 

THE TERM LICENSE OR LEASE. 

Mr. Smith says lawyers prefer the term "license" 
to that of "franchise," because it more accurately 
defines the character of the grant from the munici- 
pality to the corporation. We prefer the term 
"lease." In his explanation he says "this license, like 
a real estate license, is generally regarded as revoc- 
able." But "lease," not "license," is the word cus- 
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tomarily used to designate the right of use given 
by an owner to a tenant. The title to the franchise 
is vested in the municipality. It does not sell, it 
leases the right to use. Mr. Smith says "the pow- 
ers and privileges granted are such as the munici- 
pality must exercise or delegate to a public serv- 
ice corporation, as distinguished from those private 
rights and privileges which belong to all." The 
power granted is the right to make a special use of 
public rights of way for the purpose of performing 
a public service. It is in reality the leasing of pub- 
lic real estate for a special purpose. Whether such 
a lease should be made is entirely a question of pub- 
lic policy. This statement is confirmed by Mr. 
Smith when he says: "Whether any given public 
enterprise should be conducted by the municipality 
or committed to a public service corporation is solely 
a question of expediency as measured by results." 
The logical conclusion of this proposition is : When 
public policy is measured accurately "by results," 
and the results demonstrated that the municipal own- 
ership and operation of an industry has not been 
an economic success, it is the duty of the munici- 
pality to secure economic efficiency by leasing the 
industry to a private corporation. Continuing, Mr. 
Smith says, "While the municipality continues un- 
able or unwilling to conduct all public enterprises, 
it must employ the public service corporation to sup- 
plement what it does undertake. It thus remains 
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the function of the public service corporation to con- 
duct such public enterprises as the municipality, for 
whatever reason, is not ready to assume." We will 
add, or having assumed, is found to be incapable of 
conducting successfully. We think Mr. Smith will 
agree to this. 

COMPETITION SHOULD BE PROHIBITED. 

We congratulate Mr. Smith upon his clear and 
stinging denunciation of competition as a regulative 
force in public service industries. He says, "We 
must wholly abandon the idea of mere competitive 
regulation and subject them (public service corpora- 
tions) to a rigid public control/* We agree with 
him cordially when he further says, "The truth must 
be kept in view that public enterprises exist to ren- 
der public services, not to secure private gain or 
even public revenue. The quality and cheapness ot 
the service, not the profit or revenue to be derived 
from it, are the controlling factors." Having es- 
tablished a standard by which to test the public ben- 
efit to be derived from a public service industry, Mr. 
Smith reaches a correct and logical conclusion when 
he says, "By no possibility can such duplication meet 
the primary test of public convenience. It is like- 
wise impossible for it to result in the lowest obtain- 
able rates. The waste of duplication, whatever the 
enterprise, is alike fatal to cheapness to the public 
and profit to the corporation." This conclusion 
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leads inevitably to a demand that all public service 
industries shall be dealt with as monopolies, which 
is their nature. Following this comes the question 
of creating perpetual monopolies, and it is shown 
that the danger in this lies in the direction of ineffi- 
cient public regulation. While the statement is not 
directly made, it is clearly indicated, that if the ad- 
vocates of municipal and private ownership and op- 
eration would expend as much energy to establish 
an effective system of public regulation as they do 
to secure municipal ownership on the one hand, or 
advantageous franchises on the other hand, perpet- 
ual, exclusive and untaxed franchises would be the 
rule and not the exception. 

COMPENSATION FOR FRANCHISE RIGHTS. 

Mr. Smith says: "That compensation shall be ex- 
acted is now generally conceded. There is as yet no 
such consensus of opinion in respect to the forms it 
shall take. * ♦ ♦ The capital should have se- 
curity and fair return. The individual user must have 
good service at fair rates. The abutting property 
owner is sometimes, for special damages suffered, 
entitled to compensation by way of street improve- 
ments and services. The general public should re- 
ceive such cash payments as, in addition to other 
exactions, will leave the corporation only sufficient 
income with which to pay proper operating expenses 
and such fair return on the capital invested. It is 
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assumed in this analysis that the allowance for ex- 
pense of operation will be sufficient for the proper 
treatment of the labor employed." 

Mr. Smith states that "there is a sharp controversy, 
which is likely to grow still sharper, Whether the de- 
mand of individual users for the lowest possible rates 
for services, or that of the general public for a cash 
revenue from public service corporations, should have 
the preference." This controversy does not simply 
involve the question of what compensation shall 
be exacted from a public service corporation ; it also 
involves the question of charges for services sold 
by municipalities owning and operating public serv- 
ice industries. Such questions, left to the decision 
of a popular vote in communities where a majority of 
voters think they pay no taxes because they have no 
receipted tax bills, are certain to be decided in favor 
of the user. When the proposition is, as it was in 
eflFect in Detroit when the last long term franchise 
was granted in that city, three-cent fares and no 
compensation, or five-cent fares and compensation, 
the low fare ballot will win every time. 

Users outnumber property owners. When a mu- 
nicipality owns and operates an industry, if income 
from service sold is not sufficient to pay all costs 
of ownership and operation, the taxpayer must pay 
the deficit. In such a case the reverse of the ques- 
tion discussed by Mr. Smith becomes a burning is- 
sue. It is no longer "what compensation shall be 
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exacted from a public service corporation as a pro- 
vision for the protection of public interests," but 
how shall taxpayers be protected from being obliged 
to pay deficits caused by selling service for less than 
cost. There are hundreds of cities in this country 
where the services of publicly owned and operated 
water works are sold at rates far below cost and the 
taxpayers are annually paying the deficit. The only 
protection taxpayers cail have against such direct 
taxation for the benefit of the private users, is a gen- 
eral state law prohibiting municipalities owning and 
operating public service industries from supplying 
free service and from selling service at less than cost. 

RIGHTS OF ABUTTING PROPERTY OWNERS. 

Mr. Smith says "the rights of abutting property own- 
ers are by no means clear or even uniform ♦ * ♦ 
while there is some difference of opinion among stu- 
dents of the subject, there are many who regard street 
improvements and services, like paving, cleaning and 
sprinkling, as desirable, especially as they tend to com- 
pensate abutting property owners for damages due 
to the special use of the streets.^^ 

Two factors are involved in this question: (a) 
Damages and benefits for street opening and improve- 
ment, (b) The factor of increase of corporate in- 
vestment and operating expenses. 

(a) The improvement of a street by means of mak- 
ing a special use of it for the service lines of a public 
service industry should be dealt with exactly as are 
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all street improvements of a public character. This 
fact is recognized in many cases where the municipality 
owns and operates an industry. Instead of the cost 
of service lines being included in the cost of the works, 
they are charged to abutting property owners and paid 
for by special taxation. This has been done in some 
cases where the industry was owned by a corporation. 
Genarally, however, especially recently, the preju- 
dice against public service corporations has become 
so strong the abutting property-owning interests have 
found it easy to load corporations with charges for 
street paving, repairing, cleaning, sprinkling, etc., for 
their own benefit and to the great disadvantage of the 
great body of users of public services. The rights of 
abutting property owners in relation to the improve- 
ment of streets for use by a public service industry, 
whether publicly or privately owned, are clearly stated 
in an article under the title of "Right of Abutting 
Property Owners." 

One fact should be impressed upon the public mind 
in this connection. Much is said about damages to 
abutting property owners, but what of the benefits? 
If there are no benefits to property from the construc- 
tion and operation of these public service industries, 
would the people of any municipality submit to be 
burdened with their existence? That they do benefit, 
enormously benefit, the property of a city, considered 
as a whole, is a fact that no intelligent mind will dis- 
pute. Who gets that benefit? Property owners. How 
do property owners receiving benefits make any com- 
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pensation therefor? Does not this "social increment^^ 
belong to the public? Have not the people been 
started on a false issue by the demand made on cor- 
porations for compensation for using the streets in- 
stead of a demand made on property owners for bene- 
fits received? 

(b) One of the fundamental requirements for low 
rates for public services, whether rendered by a muni- 
cipality or by a privatte corporation, is investment in 
relation to the service to be rendered. Every addition 
to investment account that can be avoided lays a con- 
tinuing unnecessary burden on users. This was recog- 
nized in the Detroit three-cent fare, thirty-years ordi- 
nance, which relieved the corporation of all charges 
for street improvements, as far as possible of all 
taxation, and assisted in preparing the streets to a cer- 
tain extent, at public expense, for track-laying. This 
had to be done to render an approach to a three-cent 
fare possible. This was a pet measure of Governor 
Pingree^s which was passed by the council at his bid- 
ding. It must be clearly apparent to every observer 
that every dollar added to the investment, or to the 
operating expenses of a public service industry, whether 
publicly or privately owned, that should be paid by 
abutting property owners, or by property owners as a 
whole, is a direct burden on users. It is not a burden 
upon the corporation. Mr. Smith and every honest 
advocate of municipal ownership concedes that private 
corporations are entitled to a "fair return on the 
capital invested.^^ This return has to be paid on the 
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unnecessary as well as on the necessary investment. 
If charges for street repairing, cleaning, sprinkling, 
etc., are included in operating expenses, just that much 
more must be collected from users in order that "a 
fair return on the capital invested^' may be paid. 

If this problem is to be solved solely to serve the 
public welfare to the greatest possible extent, when a 
municipality grants the right to use a street for the 
purposes of a public service it will assume the burdens 
of delivering the right of way free of all encumbrance 
and claims from abutting property owners. The mu- 
nicipality has the power to assess benefits as well as to 
allow damages. Having the power, it is its duty to 
see that those who create the "social increment^' shall 
not be made to pay for doing so through high charges 
for service made necessary by obtaining consents 
from abutting property holders, or by paving, repair- 
ing, cleaning and sprinkling streets for their benefits. 
The best service at the lowest obtainable rate is the true 
test of the benefit of an industry to the public welfare. 

OVER-CAPITALIZATION. 

Mr. Smith graphically depicts the evil of over-cap- 
italization, but he does not properly diagnose its cause, 
although he prescribes a specific for its cure. Two 
bases for capitalization are indicated— earning power 
and investment. The market value of securities is 
determined by earning power, whichever basis is used. , 

Thq. right to capitalize earning power is inseparable 
from, the right tp-owi^ an.d dispose of private property 
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and the exercise of the right of free contract. It is 
only since the exercise of this right has been carried 
to an extreme in the capitalization of trusts and public 
service industries that its justice has been questioned. 
Restricting capitalization to investment has no effect 
upon the market value of securities. 

Some states have made exceedingly interesting and 
sincere efforts to restrict the authorization of securities 
to the bona fide amount of invested cash, or property 
at its actual cash value. Such legal restrictions are in- 
effectual because value is a creation of opinion. Opin- 
ion cannot be determined by enacted law. The evasion 
of such a law is exceedingly easy. Every dollar of 
the par value of its issued securities may be paid to a 
corporation in cash. A premium may even be paid 
for them and thus the law may be satisfied. But the 
money so received may be paid out for the purchase 
of patents, property "good-will," at double the market 
value of the thing bought, or it may have no market 
value. If the stockholders are satisfied with the trans- 
action no one else has any right to question it. The 
state is powerless to compel a correction of a price paid 
on the ground of public right. The state has no power 
to fix the price of an article of commerce. It cannot 
say what a corporation shall pay for anything it may 
buy, using its own money, any more than it can say 
what a housewife shall pay for vegetables bought in a 
public market, unless the corporation is under contract 
to. sell Us service? at cost plus a reasonabkprofit. 
-/ It. is customary to.capitalize.public serviQe qorpprsf 
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tions on the basis of existing or prospective earning 
. power. This is the identical basis that determines the 
market value of all securities. The fact of invest- 
ment does not determine the value of any security. 
If $100,000 is invested in an office building, all ma- 
terials and labor used being paid for at bona fide cash 
market value, that fact has no power, in itself, to 
make $100,000 of the securities of the owning cor- 
poration worth par in the market. Earning powei 
will determine the market value of the securities. If 
security investors believe the building can be de- 
pended upon to earn $12,000 per year as a net divisible 
profit, the securities will sell above $200 on a par of 
$100. But if the earning power, real and prospective, 
is valued at $3,000 per year, the securities will sell 
for only $50 on a par of $100. If $200,000 of securities, 
issued on the security of the building and its franchise, 
should sell at par, the over-capitalization, measured 
by investment, would represent the value of the fran- 
chise measured by earning power. This franchise is 
given by the consent of society in permitting owners 
to hold an exclusive title to the land on which the 
building is erected. Its value results entirely from de- 
sirableness of location and is an increment of social 
development. Such a franchise is identical in every 
social or economic element with the franchise granted 
a public service corporation to make a special use 
of public streets. 

The over-capitalization abuse, wherever it exists, 
cannot be cured by limiting capitalization to invwt* 
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ment. The only remedy for it is in the regulation of 
earning power. The public is not interested in the 
amount of a corporation's capitalization. It is vitally 
interested in the corporation's earning power, which is 
based on the price it charges for the service it renders. 

A CORRECT SOLUTION OF THE PROBLEM. 

Mr. Smith touches the vital point when he says: 
"The strength of the public position in regard to 
such grants lies in the power of the people to fix 
terms upon which public service corporations shall be 
permitted to engage in public enterprises." 

This power of the people is not a new creation. It 
has existed since the organization of the state. Exist- 
ing conditions are unsatisfactory to the people and to 
corporations because this power has not been exer- 
cised wisely. Mr. Smith comes very near stating cor- 
rectly the conditions for a solution of the problem when 
he says : "All grants should be upon terms that shall 
insure the best practicable service at the lowest rates. 
To this end these corporations should be given definite 
grants for reasonable terms, exemption from com- 
petition, protection from blackmail, and all other de- 
sirable elements of security. Along with these ele- 
ments of security for the capital invested must go, 
hand in hand, a public control that shall secure to 
the people good service and just compensation." 

In this statement there are two traces of original 
sin. If we understand Mr. Smith correctly, he means 
by "reasonable terms" short-term franchises, say from 
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20 to 30 years, and by "just compensation," the 
amount paid by a corporation to a city for the privi- 
lege of rendering a public service. 

Short-term franchises destroy the conditions which 
make it possible for any corporation to render "the 
best practicable service at the lowest rates.^* This can 
be done only under a perpetual franchise, subject to 
termination by an exercise of the right of eminent do- 
main, which guarantees to property owners the value 
of their property when it is taken for public use. 

Compensation, under a correct sysvem of regula- 
tion, is purely a question between users and taxpayers. 
It is for them to say who shall pay the tax involved. 
The corporation has no interest in it. 

Under a correct system of public regulation prices 
will be limited by cost plus a reasonable profit, cal- 
culated on a bona fide investment. These conditions 
will protect the people against unjust charges and the 
corporations against unreasonable exactions. Under 
these conditions the public will have no interest in the 
capitalization of corporations. The people will cease 
to rely upon short-term franchises and competition as 
a means of regulation. Disputes between corpora- 
tions and cities about compensation will be unknown. 
The alleged advantages of municipal ownership will dis- 
appear. The causes of political corruption and black- 
mail will cease to exist. The people will congratulate 
themselves for having granted special privileges on 
terms by which they secure for them(3elves all social 
increments and favoring changes in economic condi- 
tions. 
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TRUB CHARACTER OF THE FORD FRAN- 
CHISE TAX LAW. (NEW YORK.) 

The Ford Franchise Tax Bill was an amendment 
to existing laws on taxation. After its enactment a 
special session of the legislature was called for the 
purpose of curing some of its administrative defects, 
but no change was made, if we are rightly informed, 
that will in any way lessen the force of the following 
criticisms : 

THE FORD AMENDMENT TO THE TAX LAW. (nEW YORK.) 

The amendment is to extend the legal definition of 
the terms "land,^^ "real estate" and "real property,** 
wherever they occur in the law, so that it will read: 

"Including the value of all franchises, rights, or 
permission to construct, maintain or operate the same 
in, under, above, on or through streets, highways or 
public places. 

''Including the value of all franchises, rights, author- 
ity or permission to construct, maintain or operate in, 
under, above, upon or through, any streets, highways 
or public places, any mains, pipes, tanks, conduits or 
wires, with their appurtenances, for conducting water, 
steam, heat, light, power, gas, oil or other substance, or 
electricity for telegraphic, telephonic or other pur- 
poses" 

These are the words of the amendment as they have 
been written into the law. This is one of many in- 
stances where the ill-considered act of well-meaning 
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persons results in greater evil than clearly vicious legis- 
lation proposed by the corruptly interested. This 
amendment was proposed and carried to satisfy a 
popular demand that something should be done to 
compel public service corporations to pay more taxes, 
and to satisfy a private craving for political prestige. 
It is an act of a class of legislation that is all too fre- 
quently found in statute books, which produces re- 
sults the reverse of those intended. Such legislation 
is usually made possible by an unwise effort to place 
burdens upon a superstitiously dreaded corporate 
power. Legislators are blinded to the true character 
of the measure by the apparent opposition of those at 
whom it is aimed. They are confirmed in their judg- 
ment by "the fluttering of the wounded bird.^* The 
vicious character of this amendment is clearly shown 
by a careful analysis of its meaning and effect. 

WHAT IS A FRANCHISE? 

Unfortunately, this twice-used term — franchise — ^ina 
definition of "land," "real estate" and "real property," 
is itself undefined. It is made what must be termed 
legal real estate by this act, but it is not "land," "real 
estate" nor "real property." If it were, no occasion 
for including it in the legal definiton of these terms 
would have existed. A franchise, within the meaning 
of the law as the term is here used, is a right granted 
by the state or by a municipality to private individuals 
to make a special use of public property and highways, 
for the purpose of rendering a public service and 
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thereby promoting the public welfare. By this act this 
right is defined to be real property, and its assessment 
for the purposes of taxation as real estate is made man- 
datory. 

Senator Ford, the supposed author of this amend- 
ment, is reported to have stated that "the Court of 
Appeals has already declared such a privilege to be 
a right in perpetuity in the streets. Its value can 
accurately be determined, particularly in the case of 
street railroads operating wholly in the streets, by 
the aggregate market value of the securities, which 
is, of course, fixed in turn by the net earnings of the 
road." 

A deed conveying ownership to real estate grants 
the right of ownership in perpetuity. We are told the 
courts hold that a grant of a right by the state or by 
a municipality to private persons to make a special 
use of public property is a right in perpetuity. The 
law confirms this assumption by classing the right 
as real property. The people who protested against 
the granting of a franchise in perpetuity to a public 
service corporation, to secure the construction of a 
tunnel for rapid transit service in New York City, 
the legislators who repf'esent them, and the gov- 
ernor who is clothed with their power of vote, all 
apparently approve of extending every franchise in 
perpetuity by defining it as real estate owned by cor- 
porations and to be taxed as such. Is this the re- 
sult the people expect from this amendment? 
5 
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WHAT IS THE VALUE OF A FRANCHISE? 

Another lacuna in the accuracy of legal specifica- 
tion occurs through a failure to define how the value 
of a franchise shall be determined. It is true that 
the act of the legislature does not constitute the law. 
The law is the act of the legislature, as it is ad- 
ministered by the executive and construed by the 
judiciary. The people have many times complained 
that "judge-made law" is not in conformity with the 
spirit of republican institutions. In utter disregard 
of this pertinent stricture upon the carelessness of 
legislators, representatives are still found who will 
presume upon the intelligence of the people by en- 
acting measures so crudely drawn that they are cer- 
tain to require judicial interpretation before they 
can be uniformly executed. 

The decision quoted by Senator Ford indicates the 
method the court may approve for determining the 
value of a public service franchise. The value of this 
real estate right is to be determined by "the aggregate 
market value of the securities" issued by the cor- 
poration. As the corporation must necessarily own, 
for the purposes of its business, real estate and per- 
sonal property, the value of which is covered by its 
issued securities, it must be assumed that the value 
of its legal, as distinguished from its real and per- 
sonal property, is the excess of the market 
value of its issued securities over the value of 
its real and personal property. By defining and class- 
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ing this excess of value as reed estate, and taxing it 
as such, the law assesses the taxable property of the 
corporation at "the aggregate market value of its 
securities." Had the amendment been stated in this 
way and provided that the tax upon "the aggregate 
market value of its securities" should be in lieu of all 
other taxation, a great gain in clearness of meaning 
and simplicity in method of assessment would have 
been effected and the result would be as now ex- 
pected. 

NO MORE OVER-CAPITALIZATION. 

This law creates real property out of a right to 
make a special use of public property granted by 
the state or by a municipality to private individuals 
for the purpose of rendering a public service. It 
classes this property as legal real estate and values 
it for taxation at the full amount of the excess of 
"the aggregate market value of its securities" over 
the assessed value of its real estate and personal 
property. Market value is largely determined by 
present earning capacity. Earning capacity is clearly 
dependent upon rates charged for service rendered. 
By classing and valuing for taxation the entire mar- 
ket value of its securities as legal real estate, this 
law justifies and therefore legalizes the capitalization 
of corporations on the basis of earning capacity, 
which means that they should issue all the securi- 
ties they can float at par. When securities are issued 
they create a barrier to the reduction of rates, be- 
cause that means a decrease of earning capacity, a 
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fall in the market price of securities, and a conse- 
quent confiscation of a part of the value of the legal 
real estate owned by the security holder. Capitali- 
zation on the basis of earning capacity, instead of 
investment, is in direct antagonism to the welfare 
of the people. A law that capitalizes earning ca- 
pacity for the purposes of taxation gives legal reason 
for such capitalization. It is better for a corpora- 
tion to have three one-hundred-dollar shares out- 
standing, having a market value at par, than to have 
only one one-hundred-dollar share outstanding, hav- 
ing a market value of three hundred dollars, if it is 
to be taxed on three hundred dollars in either case. 
Is this what the people who are complaining of over- 
capitalization expect from this amendment ? 

NO MORE WATERED STOCK. 

No single feature of corporate financiering has 
been more loudly condemned than the practice pop- 
ularly known as "watering stock." The most fruit- 
ful source of "water stock" is the valuation 
of a franchise by promoters. They but do what 
this amendment, and the method of determin- 
ing the value of a franchise to which it gives rise, 
defines as correct legal procedure. They capitalize 
a corporation on the basis of its expected earning ca- 
pacity and call all excess in capitalization, over actual 
investment in real estate and personal property, the 
capitalized value of the franchise. The market value 
of this capitalization is maintained by the expected 
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or actual earning capacity of the business, and rates 
are calculated to maintain market value at or above 
par. In this way the people are compelled to pay 
dividends upon "watered stock." Will the people 
consider themselves well served by representatives 
who, by legal enactment, perform the miracle of turn- 
ing water into dry land by defining a franchise as 
property, classing such property as real estate, and 
assessing it for taxation at the value promoters and 
speculators are able to create for it by manipulating 
the market? Henceforth, as a result of this amend- 
ment, there can be no "watered stock." All that has 
been issued and all that may be issued hereafter is 
legal real estate, as legitimate property, as legally 
acquired and legally held as any property known to 
the law. Is this what the people expect from this 
amendment ? 

[Explanatory Note:— When franchises are granted for 
a limited, or an indefinite period, in which the prices users 
are to pay for the services rendered to them are fixed for 
the full term of the franchise, or by provisions in the fran- 
chise or in statute law prices may be determined arbi- 
trarily, from time to time, either by municipal ordinance 
or act of the legislature, the corporation is placed in position 
to keep for its own profit all it can make. This condition 
leads to the capitalization of investments and franchises on 
the basis of earning capacity, and all taxes assessed are paid 
by the corporation, because the assessment cannot affect the 
price of the service to the user. When franchises are granted 
in which it is expressly stipulated that prices to users for 
the services rendered to them shall be determined by actual 
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cost plus a reasonable profit on a bona fide investment, the 
rate per cent of profit being specified in the contract, any 
surplus to be divided equally between the corporation and the 
municipality, all taxes assessed are paid by the users of the 
service, because taxes are a part of cost and directly affect 
prices to users. Under the first condition the interests of 
corporations and the people are antagonistic; under the sec- 
ond they are identical, since, each readjustment of price 
will bring directly to the people all gains accruing from 
growth in population, improvements in the arts and favoring 
changes in general economic conditions.] 

DEFECTS IN THE FORD FRANCHISE TAX 
LAW. (NEW YORK.) 

After the enactment of the Ford Franchise Tax Law, 
during the hearing on the same pending its approval 
by the governor, so many serious defects were shown 
in the measure and in the means provided for its 
administration, it was approved only when it had been 
decided to call a special session of the legislature for 
the express purpose of overcoming the defects shown. 
To what extent this purpose has been accomplished 
may be gathered by considering some of these defects. 
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TITLE. AN ACT TO AMEND THE TAX LAW RELATING TO 

THE TAXATION OF PUBLIC FRANCHISES AS 

REAL PROPERTY. 

"Section i. Subdivision Three of Section Two of the 
tax law is hereby amended to read as follows : 

"3. The terms 'land/ 'real estatV and 'real property/ 
as used in this chapter, include the land itself * * * 
including the value of all franchises, rights or permis- 
sion to construct, maintain or operate the same in, un- 
der, above, on or through streets, highways or public 
places; * * * including the value of all franchises, 
rights, authority, or permission to construct, maintain 
or operate in, under, above, upon or through any 
streets, highways or public places, any mains, pipes, 
tanks, conduits or wires, with their appurtenances, 
for conducting water, steam, heat, light, power, gas, 
oil or other substance, or electricity for telegraphic, 
telephonic or other purposes.^' 

In the above quotation, the words constituting the 
amendment to the tax law are italics. 

AN EXPLANATION. 

Senator Ford, the reputed author of these amend- 
ments, is credited with the following explanation of 
their meaning, given in the New York Herald for May 
I, 1899: 

''Purpose of the Bill: The so-called franchise is 
nothing more nor less than an exceedingly valuable 
grant of property to the corporation, in addition to 
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its corporate franchise, or right to exist and do busi- 
ness as a corporation. To bring this class of property, 
the most productive in the ccmimunity, within the tax 
law, is the purpose of the bill. 

"The New York Central clearly illustrates the defect 
in the present law, which this bill is designed to cure. 
So long as the Central runs over its own roadbed, pur- 
chased, owned, repaired, fenced and maintained by the 
company, it pays taxes on every foot of it. But when 
it leaves its own costly property and runs over one 
of our streets, owned, graded, paved, guttered and 
maintained by the community at like enormous ex- 
pense, it ought to pay taxes, because this right of way 
in the street serves their purpose exactly as well. 

''The Real Estate Theory : My bill simply seeks to 
subject this right of way, now wholly exempt from 
taxation, to the same burden of taxation as the rest 
of the road bears. We cannot tax the street because 
that belongs to the people, but we can tax their 
privilege of using it, and such privilege is real estate 
as truly as is the roadbed." 

METHOD OF DETERMINING THE VALUE OF A FRANCHISE. 

It will be observed, while in the amendment "the 
value of all franchises" is twice referred to, that the 
law contains no legal definition of the term "franchise" 
nor does it prescribe any method to be followed by as- 
sessors for determining the value of a franchise. 

Edwin R. A. Seligman, professor of political econ- 
omy and finance at Columbia University, is reported in 
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the New York Herald for May i, 1899, to have said: 
"While a g^eat many different methods have been 
employed in the United States to measure the value 
of a public franchise, from the point of view of the 
economist, the solution of the problem is simple. * * * 
Other states have wrestled with this question, and de- 
cided on various plans for ariving at the valuation 
of a public franchise. The method considered most 
practicable and just is to assume that : 

*^The total value of a corporation is represented by 
the market value of its stocky plus the market value of 
its bonded debt. If we deduct from this total the 
value of real estate, and also the value of the tangible 
personal property, the remainder is evidently what must 
be called the valuation of the franchise, 

"I cannot pass on the Ford measure from a legal 
standpoint, but when it comes to ascertaining what 
the value of a public franchise is I certainly believe the 
plan I have outlined should be foUowed.^^ 

CONSTITUTIONALITY OF THE AMENDMENTS. 

Objection to the approval of this act should not be 
urged upon the basis of its constitutionality. If the 
law as amended is right and just, it can be made con- 
stitutional. Under our form of government the people 
make and unmake constitutions. The only safeguard 
enjoyed by property owners against an unjust exer- 
cise of the arbitrary power of taxation, that cannot 
be changed by any legislative, administrative or judi- 
cial power, is a popular conception of what is just and 
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right. If this law as amended is just and right, and the 
constitution as now framed offers an obstruction to 
the enforcement of its provisions, every right-minded 
citizen should join in a demand that the constitution 
shall be amended to permit justice to be done. That 
which the people believe to be just can be made con- 
stitutional if it is not. That which is constitutional can 
be made legal. That which is legal can be enforced. 
These facts will remain true so long as we enjoy a 
government by law. There is but one question to be 
considered: Is this law as amended just and right f 
The contention that it is not may be considered under 
several subdivisions. 

I. IT IS NOT DEFINITE. 

It does not accurately define the meaning of the 
term "franchise.^^ 

Prof. Seligman informs the public that the Supreme 
Court of the United States has given the following 
definition of a franchise: 

"A franchise is a right, privilege or power of pub- 
lic concern, which ought not to be exercised by pri- 
vate individuals at their own mere will or pleasure, 
but which should be reserved for public control and 
administration, either by the government directly or 
by public agents acting under such conditions and 
regulations as the government may impose in the 
public interest and for the public security." 

Accepting this definition, the franchise to be taxed 
under this law as amended is a right granted to pri- 
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vate individuals by the state or by a municipality to 
make a special use of property for the purpose of 
rendering a public service. This right, the reputed 
author of the amendment declares to be "nothing 
more nor less than an exceedingly valuable grant 
of property to the corporation." The purpose of 
the amendment is to define and recognize this fran- 
chise property as "real estate" for the purpose? of 
taxation. The theory of the amendment is that the 
right to use property has a property quality distinct 
from the ownership of property, and that this ap- 
plies to privately owned as well as publicly owned 
property. This theory is unsound. Ownership in- 
cludes the right to use. Neither the state nor a 
municipality can grant to private individuals the right 
to use property it does not own. The franchise to 
be taxed should be limited to the grant of a right 
to use pidblic property. The tax to be assessed upon 
this right is in nature and in fact a payment for 
the right. This right, in some instances, has been 
paid for in ways stipulated by the grantor at the 
time the grant was made. No exceptions are made 
to exempt franchises previously paid for. To en- 
force a second payment for a franchise once paid 
for, as originally stipulated by the grantor, is a vio- 
lation of contract. This defect can only be cured by 
a definite construction of the legal meaning of the 
term "franchise" as used in this law, and specifica- 
tion as to what franchises shall be taxed as provided. 
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2. IT IS UNCERTAIN. 

This law contains no direction for determining the 
value of a franchise to be taxed. Such an omission 
will unavoidably create confusion in its administra- 
tion. Assessors in the different municipalities in the 
state may, in the absence of legal specification, adopt 
different methods for determining the value of a fran- 
chise, that will destroy all resemblance to uniformity 
in its execution. This will be subversive of justice. 
To render the administration of the law uniform 
throughout the state, a method for determining the 
taxable value of a franchise must be made obligatory 
on all tax assessors. This defect can be cured only 
by further legislation. [Note: — ^The law has been 
changed to require the assessment to be made by a 
state board.] 

3. IT IS UNFAIR. 

If the method for determining the value of a fran- 
chise recommended by Prof. Seligman is adopted, its 
effect will be to make the market value of the entire 
stock and bond issues of a public service corporation 
taxable as real estate. If this is the intention of 
the law, it would be much better to have stated the 
amendment in direct terms as follows : 

The market value of all outstanding stock and bonds 
of public service corporations shall be taxable as real 
estate. 

This is the effect of Prof. Seligman's method. This 
will be clearly seen by an illustration of his method. 
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The outstanding stock and bonds of a public service 
corporation may have an aggregate market value of 
$1,000,000. Its real estate may be valued at $300,000 
and its personal property at $500,000, equaling $800,- 
000. Deduct this $800,000 from the $1,000,000 and 
the value of the franchise is shown to be $200,000. 
As the tax rate is the same on the assessed value 
of real estate, personal property and the franchise, 
the corporation will be required to pay a real estate tax 
on the market value of all its outstanding stock and 
bonds. What other property is taxed in this way? 
What other form of corporate investment is taxed 
as real estate on the market value of all outstanding 
stock and bonds? It is unfair to tax one class of 
corporate securities in a way not applicable to all se- 
curities. If market value is to be the standard of tax- 
ation for one, it should be so for all. Why single out 
public service corporations for such a tax and omit 
the market value of mining, manufacturing, in- 
surance and banking stock ? 

4. IT IS UNSOUND IN PRINCIPLE. 

Senator Ford says "so-called franchises are noth- 
ing more nor less than an exceedingly valuable grant 
of property to corporations." As the franchise is a 
grant of a right to use public property, it has no ex- 
istence until the grant is made. The "exceedingly 
valuable property" of which Senator Ford speaks has 
no value until the grant comes into the possession of 
those who have the capital and ability to utilize it. 
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The taxable value sought is not inherent in the grant 
but in the use made of it. The market value sought 
to be taxed is derived from net earning power, not 
from the right to "construct, maintain and operate." 
Many corporations having the right — a franchise — ^to 
do these things, fail to earn a net profit, and the mar- 
ket value of their stock and bonds is less than the 
cost of their real estate and personal property. Mar- 
ket value comes from the use of the capital and the 
ability of the corporation, which is private property. 
The only part of this value to which the public has 
any color of a claim is a portion representing the 
value of the public property used by the corporation 
in proportion to the value of its private property. If 
the public has once been paid for the use of its prop- 
erty the full price stipulated at the time of the grant, 
it cannot afterw^ard demand a further payment. If 
it has leased the use of its property at a stipulated 
price for a definite term of years or in perpetuity, it 
cannot arbitrarily change the terms of its lease. If 
it has induced a corporation to use its property with- 
out specific charge, as a means of promoting the gen- 
eral welfare, it cannot change the terms of its lease 
without the consent of the operating company. If 
it could do these things by the use of its arbitrary 
power, it would be an unjust use of power. Such 
a use of power unchecked will lead to the destruction 
of the safeguards of all property. 

If the right to use property is valued as property in 
one case it should be so valued in all cases. The right 
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to lease property for any purpose, the right to loan 
money, is a right to use property. The use made 
of property, for industrial or commercial purposes, 
is the way in which its owner seeks to make it profita- 
ble. The public franchise and the private franchise — 
the right to use — are identical in this respect. A tax 
assessed upon the right to use private property, in 
the way public service corporations use it, that is 
not assessed on all other private property, is unequal 
taxation. It is unjust. 

The illustration given by Senator Ford is exceed- 
ingly germane, but contains elements of which he 
appears to be unconscious. He says: "So long as 
the Central rules over its own roadbed, purchased, 
owned, repaired, fenced and maintained by the com- 
pany, it pays taxes on every foot of it. But when it 
leaves its own costly property and runs over one of 
our streets, owned, graded, paved, guttered and main- 
tained by the community at like enormous expense, 
it ought to pay taxes, because this right of way in 
the street serves their purpose exactly as well.*' 

If the law required the Central to pay a tax for 
its roadbed in streets pro rata with the tax assessed 
on its roadbed on its own property, it might have 
an appearance of equity, but this is not the case. The 
law declares that the Central shall be taxed for the use 
of public property, which is the only property the use 
of which can be granted by the state or a municipality, 
on the market value of its entire outstanding stocks and 
bonds, that is, in excess of its taxable real and personal 
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property. This excess of value, called the value of the 
franchise, is certainly derived from the joint use of 
public and private property, and the public is not en- 
titled to tax only that portion of it that represents 
the relative portion of the roadbed on public property 
to that on private property. If it is taxed on more than 
the publicly owned portion of its right of way, it will 
be taxed, first, for the property it owns, and then upon 
the right to use that same property. To tax property 
and then to tax the right to use the property is un- 
sound in principle. Whatever is unsound in principle 
will be unsound in law. 

5. IT IS POLITICALLY INEXPEDIENT. 

Whatever is unsound in principle will be unsound in 
law and its enactment is politically inexpedient. This 
unstudied amendment for the tax law bears evidence 
of having been proposed and enacted under pressure 
of an ambitious desire to gain prestige, rather than to 
do justice. The seizing, as this amendment attempts 
to do, upon a new object of taxation, regardless of the 
justice of its incidents, is not the way in which the 
general welfare may be best served, or the interests of 
property-owning citizens most securely safeguarded. 
Its defects are of a character to open the way for num- 
berless conflicts between those charged with its ad- 
ministration and those from whom it demands payment. 
Its indefinite terms and its failure to clearly define a 
method of determining the value it seeks to tax, create 
opportunity for corruption, place a premium upon 



Digitized by 



Google 



DEFECTS IN THE FORD LAW. 69 

favoritism, and deny to the object of its seizure the 
protection of a just and equal administration of law. 
Its disregard of the unequal terms upon which existing 
franchises have been granted, and its injustice in sub- 
mitting all franchises to a uniform rule of taxation, as 
though all had been granted on equal terms, is so mani- 
festly unjust it is open to objection as creating double 
taxation in some cases, unfair taxation in others, and 
unequal taxation in comparison with the general prop- 
erty tax in all. 

This measure has been enacted in obedience to a 
popular demand that public service corporations shall 
be compelled to pay more liberally for the privileges 
they enjoy. Bitter as the popular prejudice may be 
against corporate monopolies, the honest citizen has 
not permitted common sense to abdicate authority over 
his judgment, and he will not, if rightly instructed, re- 
gard with approval the actions of those who, through 
ill-considered approval of unstudied proposals, pervert 
the power of law by using its authority to do injustice. 
The successes of the uninformed in enacting laws un- 
sound in principle are invariably classed as failures by 
those who write history. Those who are in position to 
propose and enact legislation owe a duty to the people 
and to themselves to so use their hour of brief au- 
thority that their acts shall be recognized by the im- 
partial future as having tended to conserve the es- 
tablishment of justice, the purpose for which civilized 
government is formed. An enactment, no matter by 
whom urged, or by what majority it may have been 
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carried, that is so indefinite, uncertain, unfair, unequal 
and subversive of sound principle that it cannot be ad- 
ministered without doing injustice by those who are 
well disposed, should not be permitted to give power 
to the uninformed or the corruptly inclined to do in- 
jury or exact blackmail from the victin^ of law*. 

A TAXPAYER'S PROBLEM, MUNICIPAL 
SOCIALISM. 

Rarely, if ever, is a protest heard from taxpayers, 
as such, against the demands of politicians and social- 
istic reformers for the municipal ownership and opera- 
tion of all public utilities. It is not unusual, however, 
to find taxpayers arrayed in favor of an enlargement 
of municipal functions, as a result of believing the 
fallacy that the people have or can secure an economic 
gain from the public ownership and operation of pub- 
lic service industries. Every taxpayer who believes 
this fallacy is misinformed, and to his own injury. It 
is not our purpose in this article to supply available 
facts to prove this statement true, but to arouse all 
municipal taxpayers to a serious consideration of the 
subject of municipal socialism and its tendencies. The 
most superficial reading on this subject can but impress 
any thoughtful person with the limitless possibilities 
of the popular demand for free services. Free water, 
free light, free transportation, free power, free tele- 
phones are but the first letters in the socialist's alphabet 
of freedom. It is the imperative duty of every tax- 
payer to ask himself: When these services are free, 
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or any one of them, who pays the costs of ownership 
and operation? The answer to this question should 
rouse him to instant, energetic, well-sustained, organ- 
ized action to create a public opinion that can be relied 
upon to stop all movements for the confiscation of tax- 
payers' property to create a socialized capital for the 
public ownership and operation of any public service 
industry. 

INDUSTRIAL SOCIALISM IS A DISEASE. 

A disease is most dangerous where its existence is 
not apprehended. It can be cured only by being rec- 
ognized, properly diagnosed and treated. It is doubt- 
ful if there is one property owner in a hundred who 
is really intelligently informed regarding the tendency 
of municipal, state and national politics toward the 
adoption of the fallacies of industrial socialism. 

The average citizen sees in those phases of the 
subject that most frequently come to his notice only an 
attack on corporations, with which he is predisposed to 
be in sympathy. 

The newspaper editor, regardless of party affiliation, 
sees that attacks on corporations are popular ; the kind 
of stuff that makes papers sell, and gives broad pub- 
licity to every false statement against them, and com- 
placently assumes that he is an educator of the people. 
If editors were as eager to publish a truth that is fav- 
orable to corporations, as they are to publish state- 
ments unfavorable to thent that have no probability of 
being true, the people would stand a much better 
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chance of being correctly educated than they now 
have. 

The poHtician, caring only for issues that are 
good vote-winners, regardless of the principles in- 
volved, shrewdly calculating that non-stock-owning 
voters, compared with stockholders, are in the ratio of 
1,000 to I, seeks every opportunity to win the plaudits 
of his constituency for his achievements as a corpora- 
tion fighter, and illogically makes war upon all cor- 
porations in his efforts to gain prestige for fighting 
trusts. 

Is it any wonder that the disease of industrial social- 
ism should* find the people easy victims when the edu- 
cation they get from the press and their political lead- 
ers is tainted with its virus? This disease is being 
propagated in the same way, and is affecting political 
parties with the same paralysis of indecision that 
proved so nearly fatal in the case of the greenback- 
free-silver craze. Now, as then, each party is trying 
to win popular favor by its delirious utterances, caused 
by imbibing the economic heresy. Now, as then, those 
who are permitted to write resolutions for party plat- 
forms are trying to get a scoop on their opponents, not 
by exposing fallacies, but by adopting them. Now, as 
then, the attempt to make a particular fallacy the 
political property of a party in search of "something 
to win on" has led to the adoption of the fallacy by 
the local organizations of all parties. At a recent elec- 
tion in one important city, at least, the cry of mhinicipal 
ownership of public utilities was a plank in the plat- 
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form of the three parties having candidates for mayor. 
Of course, the mayor elected is a municipal ownership 
man. The people had no opportunity to vote for any 
other. In many cities it is a plank in the municipal 
program of one or both of the leading parties. It is 
either advocated or tolerated by most politicians ; it is 
openly and aggressively denounced by none. Events 
have been permitted to drift as far as they can go in 
a wrong direction without creating a widespread and 
far-reaching disaster. Now, as in the past, if those who 
want to do right fail to learn what the right is, and ir- 
resistibly to demand that it shall be done, disaster will 
come. Industrial socialism is a disease caused by a 
defective understanding of the requirements of justice. 

THE RIGHT TO OWN PROPERTY IS ATTACKED. 

The tendency of human selfishness is never to be sat- 
isfied, but ceaselessly to demand more. Its hunger is 
stimulated, not appeased, by what it feeds upon. Given 
free water, free light is demanded. Given free light, 
free transportation and power are demanded. Given 
free transportation and power, free telephone service 
is demanded. This done, the domain of the larger 
utilities is attacked, and the following demands are 
made: 

"i. Abolition of national banks and substitution for 
their notes legal tender treasury notes. Issue of all 
money direct by the government and establishment of 
postal deposit and savings banks. 

"4. Government ownership of all railroad, telegraph 
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and telephone lines and all means of communication 
and transportation/^ 

When these utilities are publicly owned and operated 
and the demand for free services is satisfied, will the 
selfish hunger of the wrongfully educated masses be 
appeased? Will it not rather be stimulated, and gain 
strength from its successes, to make other demands? 
If anyone doubts that industrial socialism is a pre- 
meditated attack on the right to own private property, 
let him calculate, if he can, how much of taxpayers' 
property will have to be taken by the insidious and 
arbitrary processes of taxation or by open acts of con- 
fiscation, before these demands can be satisfied. Free 
water, free light, free transportation and power, free 
telephone and telegpraph services, cannot be had until 
the factor of private property has been eliminated from 
the plants and equipments by means of which such 
services are rendered, and they cannot then be free un- 
less taxpayers pay the costs of maintenance and opera- 
tion. Who will make the calculations and show how 
rapidly such a public policy will destroy or absorb all 
privately owned property? This is a problem for tax- 
payers to solve. 
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EVASION OF TAXATION. 

A careful student of this subject is inevitably im- 
pressed with the fact that nearly the entire machinery 
of tax laws is devised to comt)el payment by unwilling 
taxpayers. Communities of high intelligence and com- 
mercial honor appear to be destitute of any sense of 
moral or legal obligation to pay taxes as assessed. 
Evasion is the rule everywhere. While this evil has 
been universally exposed and condemned, no properly 
conceived investigation has been undertaken to find its 
cause and cure. 

Superficial persons think the cause of tax evasion 
is the human instinct to keep all one can get, and never 
voluntarily to pay a claim that can legally be evaded. 
It may be admitted that the instinct of greed does in- 
fluence many persons, but they are those who have, as 
a class, least intelligence. The recognition of a duty 
to society by the intelligent and thrifty is clearly shown 
by the enormous sums voluntarily paid annually for 
religious, educational and charitable purposes. This 
demonstrates the fact that contributions for the gen- 
eral welfare are willingly made when the reasons why 
they should be made are clearly understood, and those 
who collect and disburse the funds commiarid the con- 
fidence of those who pay. This demonstration points 
unerringly to the determining cause of the evil of tax 
evasion and suggests a true remedy for the evil. 

The state must recognize its duty to the taxpayer 
by rendering to him annually as clear an accounting 
of its income and disbursements as any investor re- 



Digitized by 



Google 



76 EVASION OF TAXATION. 

ceives from the best organized and managed business 
corporation in the world. Whenever the state dele- 
gates to a subordinate governmental body the right 
to exercise the power of taxation, it should require 
from its agent an exact accounting of the manner in 
which the power is used, and the results of its use. 
In all such cases the administrative supervision of the 
state should be as direct and as exacting as its super- 
vision of savings banks or insurance corporations. 
To accomplish this the state must prescribe the forms 
in which all subordinate governments shall keep their 
accotmts, and it must audit these accounts, so that it 
can certify to their correctness. 

The objective point of public accounting should be 
to enable every public corporation — the state and every 
subordinate government — ^to show taxpayers from 
whom it derives its revenues, and just what benefits 
they buy with the money they pay. The reports should 
demonstrate to every intelligent taxpayer that the 
money required was necessary, and that it has been 
wisely and economically expended. 

Governments exist only because some things which 
individual welfare requires can be done by the collective 
agency more effectively than by private or individual 
effort. When governments demonstrate to taxpay- 
ers, by means of a proper system of accounting, cor- 
rectly audited, and intelligently reported, that money 
invested in government is as good an investment as 
they can make elsewhere, the chief cause of tax eva- 
sion will cease to be operative. 
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NEW SYSTEM OF TAXATION IN ILLINOIS. 

In many ways the people find the art of self-gov- 
ernment very difficult to develop. In no feature do 
they find it more difficult than in that of taxation. 
The power to tax is necessarily an arbitrary power. It 
is a prorogation of sovereignty. To regulate it, to 
curb its abuse, to obtain an accurate accounting of its 
receipts and expenditures, has been the initial cause 
of more rebellions and revolutions than any other 
subject of public policy. 

The amounts to be raised by taxation can only be 
limited by limiting the objects for which money col- 
lected by taxation may be used. The pressure upon 
this limit is always increasing in a progressive com- 
munity. 

A second consideration of equal importance is the 
requirentent that all money raised by taxation shall 
be honestly and effectively expended. In this branch 
of the public service the people suffer far more from 
their own parsimony, by not paying public employes 
sufficient compensation to command capable service, 
than they do from dishonesty. An incapable man will 
easily make mistakes and permit a lax administration 
of aflfairs that will destroy or waste much more public 
property than the most untrustworthy official can 
possibly purloin under any system of accounting and 
auditing that makes a decent approach to being ef- 
fective. 

The third problem and one that comes home to 
each taxpayer is how to devise a system that will cause 
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everyone to pay his just share and no more. The 
state of Illinois is now (1899) getting experience with 
a new law designed to solve this problem. Interest 
in this experiment is general and specific. The whole 
country is anxious to know how successful it is, and 
every taxpayer is interested in knowing how it will 
affect him. His judgment on the law will be based on 
what it compels him to pay this year (1900) in com- 
parison with what he paid last year (1899). If he 
has been a tax-dodger and is caught, he will not re- 
bel, provided he is satisfied that all of his kind are 
caught in the same net. But let there be the slightest 
reason for suspicion that the burden is made unjustly 
heavy for some, and unjustly light for others, and 
war will be declared on the new law at once. This 
fact places an imusual responsibility on the Board of 
Review for the manner in which it exercises its arbi- 
trary power. Upon the correctness of their work the 
success of the new system depends. 
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SPECIAL TAX ASSESSMENTS. 

The raising of funds to pay for public improve- 
ments presents problems that have been studied by 
many generations and have not been satisfactorily set- 
tled. It is only through special assessments for dam- 
ages and benefits that the public can deal justly with 
the interests of individual property owners affected by 
the developnUent of public improvements. The prin- 
ciple has been well settled that private property can- 
not be taken for public use without just compensation. 
The broad interpretation of this principle affirms that 
private property cannot be damaged or destroyed for 
a public reason or purpose without just compensation 
being paid to the owner. This statement finds ready 
acceptance in every just and impartial mind. The 
reverse of this principle has not, however, been so 
clearly stated, nor is it so generally accepted. 

If an owner of private property is entitled to pay- 
ment for a damage done to him by the development of 
a public improvement, why is he not liable to the pub- 
lic for any special benefit he may derive from a public 
improvement? How the public can recover from 
private property the value of unearned increments 
caused by the development of public facilities and ad- 
vantages is a question demanding the closest study 
and the clearest possible understanding of local con- 
ditions for its equitable solution. Respect for the 
rights of private property is the foundation of civilized 
economic conditions. Respect for the rights of the 
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people, as clearly defined and stoutly maintained, must 
be the foundation of a civilized and permanent democ- 
racy. Property owners who unwisely insist upon their 
technical rights, who refuse to pay the public the value 
of the unearned increment which attaches to their 
property as the result of a public improvement, do 
more to undermine and weaken the popular respect 
for the rights of private property than can be done by 
the distorted teachings of those who decry the right 
to own property. For their own protection property 
owners should be the first to approve just special as- 
sessments for public improvements. 

PROFITING BY SOCIAL INCREMENT. 

"Forty inhabitants in a suburb of Berlin have been 
transformed from peasants into millionaires within a 
few years by the rise in the value of their land.^^ Why 
do not people understand that the rise in real estate 
values in cities is due to the improvements made by 
public service corporations and give these corporations 
credit for it when they talk about the services these 
corporations have rendered to the community ? Why 
is it any more wrong for corporations to capitalize the 
earning power of social increment than it is for real 
estate owners to do so? Will some one please answer 
these questions? 
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DIVIDING A SERVICE CANNOT REDUCE ITS 
COST. 

PLAIN PROPOSITIONS. 

A water power may be ruined by dividing its volume 
or lowering its head. 

Volume of supply insures low cost per unit. A gal- 
lon of water, a thousand cubic feet of gas, a horse 
power of electrical energy, a trip for a street car pas- 
senger, can each be supplied to a user at a rate of cost 
that will decrease in proportion to the demand, pro- 
vided price is based on cost, plus a reasonable profit, 
without any intervening consideration. 

Concentration of demand is necessary to insure vol- 
ume of supply. 

Whenever users consent to a division of demand 
they consent to a higher level of cost of production 
than would be necessary if no division was permitted. 

Every corporation that engages in a public service 
industry must secure for its services a price that will 
fully cover all costs and risks of ownership and opera- 
tion, plus a reasonable profit, or it must go into bank- 
ruptcy. 

No matter what a competing corporation may offer . 
to secure a franchise, it cannot continuously sell serv- 
ice for less than cost or without a profit. If it at- 
tempts to do this the time must come when it will be 
compelled to go out of business. 

The cost of a divided service must be greater than 
the cost of an undivided service, because it requires 
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two or more plants, service lines and business organiza- 
tions. A larger investmient, more persons employed 
in management, resulting from employing two or 
more corporations to perform a service which can be 
better rendered by one, is a waste of energy, as un- 
economical as to employ two men to do one man's 
work. 

One corporation is more economical than two or 
ten. The more corporations there are engaged in per- 
forming the same service, the greater will be the cost 
of service. 

The price for services rendered by one corporation, 
fixed on the basis of cost plus a reasonable profit, will 
be no higher to users, and may be less, than it will be 
if the service is rendered by two or more corporations. 

Competing corporations will not continuously fight 
each other and sell services at cut prices in order that 
users may fatten on their blood. They will consoli- 
date or agree on a division of territory and establish 
a uniform price. 

It is an economic axiom that competition cannot 
continuously exist where combination is possible. 

A combination of competing works cannot be as 
economical in investment and operation as the works 
of one corporation constructed without duplication to 
supply the same territory. 

Where a municipal council has the right to fix the 
price of a public service, it has no economic, and 
should have no legal right, to grant a competing fran- 
chise. The cost per unit of doing the whole business 
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must be less than the cost per unit of doing a part 
of the business. Price per unit based on the cost of 
the whole should not be more, and may be less, than 
price per unit based on the cost of a part. 

A permanent gain for users cannot be made by the 
introduction of the element of competition into an in- 
dustry that is by nature a monopoly. This is as certain 
as the rules of arithmetic. 

There is no instance where any one of the many at- 
tempts to establish competition in a non-competitive 
industry has permanently succeeded. In every instance 
where the experiment is of long enough duration for 
nature to eliminate the cause of the irritation from 
the system it has been done as inevitably as a sliver 
will be expelled from festering flesh. 

Every atten^pt at competition has ended in consoli- 
dation or a division of territory with an agreement on 
price, or is making progress in that direction. 

The losses resulting from competitive wars, the un- 
necessary increase of investments caused by duplica- 
tions of plants and equipments, and the complications 
created by conflicting franchises, stock issues, bond 
issues, trust deeds, leases from one corporation to an- 
other, are all obstacles that tend to prevent normal 
prices. 

These facts, taken into consideration with the expe- 
rience of all of the cities in this country, which shows 
that prices are no lower in cities that have tried the ex- 
periment of competition than it is in cities where com- 
petition has never been permitted, should cause any 
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municipal council to know that it cannot serve the 
public welfare, and it should cause the people in any 
city to know that they cannot well serve themselves, 
by granting a competing franchise in any public serv- 
ice industry. 

These plain propositions should convince the public 
that the cry of competition as a means of permanently 
reducing prices to users is a false cry designed to mis- 
lead the people into favoring the schemes of those who 
seek, not the people's good, but their own advantage. 

LIMITATION OF MUNICIPAL INDEBTED- 
NESS. 

The improvement of a growing city, in those direc- 
tions as to which there is a universal agreement that 
they are included within the proper functions of mu- 
nicipal governments, requires large and constantly in- 
creasing expenditures. The burdens placed upon tax- 
payers for these purposes are and have been so great 
that a constitutional limitation to the power of munici- 
palities to create debt has been found necessary to pre- 
vent a rate of taxation disastrous to the well-being 
of property owning citizens. Experience in this coun- 
try, which has been -sad enough to teach caution, dem- 
onstrates how easy it is to induce voters to demand the 
construction of public improvements, when they think 
they are voting for the incurring of a public debt, 
which somieone else will have to pay. Such action 
may not be classed as strictly dishonest, but it is the 
result of defective human nature, such as caused a 
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debating society to decide that the best place for a 
boil was on another fellow. 

Advocates of the municipal ownership and operation 
of public service industries find constitutional and legis- 
lative limitations on the power of municipalities a se- 
rious obstacle to the carrying out of their plans. They 
are at work in various ways to overcome this obstacle. 
The movement they are making in this direction is one 
full of danger to taxpayers and to the permanent pros- 
perity of the municipalities whose indebtedness they 
seek to increase. Those who regard the contention 
over this matter simply a question between municipal 
governn^ients and corporations as to which shall own 
and operate certain public service industries commit 
an error that will operate to their injury, if not 
promptly corrected. A corporation can protect its in- 
vestors by selling out to the municipality and liquidat- 
ing its affairs, but owners of property cannot escape 
the resulting burden of taxation in this way. Real 
property cannot be moved beyond the municipal limits. 
It must remain where it is and be liable for the pay- 
ment of the principal and interest of every mortgage 
placed upon it by a municipal debt. Taxpayers should 
remember this. 
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MUNICIPAL OWNERSHIP UNDER EXISTING 
CONDITIONS ILLOGICAL. 

In its leading editorial for September i6, 1899, the 
"New York Herald" gives a statement, showing how 
the burden of taxation is increasing in New York City, 
and that the great economies expected to be realized 
after the consolidation of Greater New York have not 
become effective. More than this, the efficiency of 
municipal service is shown to deteriorate rather than 
improve with the increased burdens. Following is the 
statement : 

INCREASING THE BURDEN OF LIVING IN NEW YORK. 

"The economies in administration that were to re- 
sult from the consolidation of the cities into the 
Greater New York have not yet comfe into evidence. 

"An increase of more than four thousand in the 
number of the city^s employes, together with the gen- 
eral increase in salaries, raised the pay rolls, which 
last year (1898) were about twenty-two million dollars, 
to thirty-four millions for the current year (1899). 

"As last year's (1898) expenditure on this account 
included a vast number of unnecessary persons, the 
meaning of this addition of twelve millions to the sal- 
ary lists can be fully appreciated. But this is only a 
beginning of the 'economies' the unfortunate taxpayers 
may expect. 

"The demand for more officeholders and higher sal- 
aries continues. City employes are organizing into 
an association to secure 'a uniform increase in salaries,' 
and four of the departments that have just submitted 
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their estimates for 1900 ask for an aggregate increase 
of nearly seven million dollars over their appropria- 
tions for the present year (1899). 

"The commissioner of street cleaning demands about 
a million dollars more ; the heads of the fire department 
and of the department of public buildings, lighting and 
supplies each nearly a million more. In all these cases 
the increase is more than twenty per cent over the 
sums allowed the respective departments for the pres- 
ent year (1899), while Mr. Keating, the commissioner 
of highways, wants six and a half millions for next 
year (1900), as against two and a half in the current 
twelvemonth, explaining that he requires a million 
for repaving streets, owing to the failure of the munici- 
pal assembly to vote upon the bonds intended for that 
purpose. 

"It is not surprising that the taxpayers wince at the 
outlook. On the first of January last (1899) the 
cit/s net funded debt (exclusive of two and a half 
millions in doubt) was two hundred and forty-five 
millions. The service of this — interest redemptions 
and sinking fund — during last year (1898) required 
thirteen and a half milions. This is not extravagant 
for a city of New York's size and growing wealth, but 
the demands of the salary grabbers and jobbers are in- 
creasing in a ratio that far outstrips this growth. 
Everybody knows that our streets are not thoroughly 
cleaned, yet we spent four millions to clean them last 
year (1898), are spending four and a half millions this 
year (1899), and are asked to pay next year (1900) 
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five and a half millions — ^about $i.6o per capita on the 
three and a half millions population of the Greater 
New York — for sweeping the streets. 

"With a parcel of up-country 'equalizing^ commis- 
sioners at Albany constantly increasing the taxes which 
this city must raise for state purposes, and a gang of 
unscrupulous politicians at home swelling the cost of 
local administration in an arithmetical ratio, it be- 
hooves the citizen who foots the bills — whether 
through direct taxes or in the form of rent — to wake 
up and take an active interest in municipal aflfairs.^' 

After such a statement as the above, one is •sur- 
prised to find on the same editorial page an item enr 
dorsing the Tammany scheme to seize the Staten Island 
ferries and place them under municipal ownership and 
operation. This illogical attitude of a leading news- 
paper furnishes a good illustration, showing how a 
fallacious public policy is propagated among the peo- 
ple. The "New York Herald'^ has made a fad of at- 
tacking the Staten Island ferry service. Following the 
modem newspaper custom of working the public, it 
seizes upon a bit of gossip that serves its purpose as 
an occasion for saying: "It is, indeed, high time for 
the city to come to the rescue of the unfortunate citi- 
zens of Richmond Borough." This coming, as it does, 
within a few days after the publication of Tammany's 
scheme to seize the ferries is significant. Is the "New 
York Herald" subsidized by the Tammany commercial 
organization? While the Herald is anxious for the 
"rescue of unfortunate citizens," it will be interesting 
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if it will show how taxpayers are to be rescued by 
turning over the Staten Island ferries to municipal 
ownership and operation under existing conditions of 
municipal government in New York City. 

A GOVERNMENT OF LAW NOT OF MEN. 

Civilization began when the people became suffi- 
ciently intelligent to substitute a government of law 
for a government of men. Since that day, the benefits 
that have been derived from substituting the will of 
the people, as expressed in written constitutions and 
enacted laws, for the will of a tyrant, or of a. political 
boss ruling by the power of brute force, or a machine 
organized for spoils, have been great and widely appre- 
ciated. 

The people have no intention of permitting their 
political leaders, plotting, now as always, to perpetuate 
their power, to readopt a government of mfen for the 
existing government of law and turn humanity back 
to the rule of the dark ages. Any man who thinks this 
can be done is suffering from a severe attack of in- 
fatuation, caused by listening to the plaudits of the 
unthinking. When he makes the suggestion, he is 
soon taught, that the people's voice is expressed in the 
approved constitutions and laws on which their govern- 
ment is founded. When he looks for applause for 
such a proposal from the intelligent he receives their 

pity. 
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THE LAW IS ESPECIALLY CAREFUL OF THE 

POOR AND HELPLESS— A TRUE GAIN 

IN THE NINETEENTH CENTURY. 

The apostles of discontent who have been making 
political capital for the last few years out of their 
descriptions of the grinding down of the poor by the 
rich ; the conspiracies of the creditor class against the 
debtor class; the robbery of labor by capital, do not 
know the history of their country. Wealth and com- 
fort are comparative terms. A person cannot use them 
properly without comparing a present with a past conr 
dition to determine whether or not his efforts for a 
term of years have resulted in improvement or retro- 
gression. This is true of all classes, and of society as 
a whole. 

Progress is necessary to life. Satisfaction, when it 
IS intelligent, is with the tendency and fact of progress, 
not with the existing conditions. The chief value to, 
be found in existing conditions is in the experience ac- 
quired in gaining them and in the vantage ground 
they give from which to work for still better condi- 
tions. When, in reviewing the achievements and tend- 
ency of progress for a century, one passes judgment 
upon their value by saying: 

"Only those are true gains in the world's operations 
which tend to the improvement of the condition of 
mankind and to their greater happiness.'' 

He takes the thought out of humanity's heart and 
gives it voice. Against this judgment no person can 
protest without being an enemy of the people. 
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And what are these gains so vividly and eloquently 
portrayed? "It is not the powerful nor the rich, but 
the poor and the helpless, the widow and the orphan, 
of whom the law is specially careful. About the weak 
it throws its broadest shield, and against them it 
makes the least presumptions when life or liberty or 
property are involved. It is not the rich nor the pow- 
erful who administer our laws. Our judges are taken 
from the ranks of the bar— chosen for their integrity, 
their learning and their high sense of justice. Our 
juries are taken from the ordinary ranks of life — the 
average men in education, in intelligence and in opin- 
ion. Thus our jurisprudence is in the hands of the 
people. It is their system, exercised for their protec- 
tion and administered through their agency. Posses- 
sions may be unequal, but rights are equal.^* 

UPLIFTING ALL THE PEOPLE. 

This uplifting of all the people to the plane of equal 
rights and the administration of justice according to 
their conceptions of justice through their own agency 
is a peculiar gain of the nineteenth century, which 
calls for unstinted praise and congratulation. 
Those who are calling for a "thorough re- 
vision of the judiciary laws" should study the 
history of jurisprudence before permitting them- 
selves to be led into supporting demands the 
tendency and effect of which they do not fully compre- 
hend. All progress, from the tyranny of barbarism 
—a government of men — ^to the present civilization — 
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a government of law — has resulted at every step in 
bettering conditions for humanity in its entirety; and 
every step of this progress has been ntade secure by 
law. In the light of this fact the attacks that have 
been made upon the courts and the judiciary by false 
friends of the people are but the phantasms of a jug- 
gler tossed into air to attract the eyes of the uncritical. 
The law and its proper administration are the bulwarks 
of American liberty and prosperity. "But rare is the 
American citizen who is base enough or so lacking in 
respect and loyalty for our institutions as to impugn 
the honor or integrity of the bench." Every person 
inclined to be influenced by those who denounce the 
judiciary should reflect that they are of a class of false 
prophets whose political capital consists of calamity, 
discontent and class hatred. By erecting landmarks 
and furnishing clear and simple statements, with which 
the people can detect misleading fallacies designed to 
cause them to believe that the courts are unjust, a 
permanent public good may be done. 



Digitized by 



Google 



THE IDEAL AND THE REALIZED GOOD. 93 

THE IDEAL AND THE REALIZED GOOD. 

Progress will be made by long strides when honest 
minded, intelligent people unite in carrying into prac- 
tical effect the principles or propositions they can 
agree upon, while they continue to discuss those upon 
which they disagree. In a discussion of the economic 
principles involved in "The Law of Incorporated Com- 
panies Operating Under Municipal Franchises," it is 
pointed out that, "in legal enactments ; in industry ; in 
the utilization of natural products and forces; in in- 
dustrial organization; in municipal organization and 
government ; in the experience of all municipalities in 
efforts properly to supply public needs ; in the owner- 
ship and control of municipal thoroughfares ; in politi- 
cal action ; in the administration of municipal industrial 
monopolies; in all of these respects and more, the 
realized good and the ideal good are far apart, and 
that progress is made by causing the realized good to 
approach the ideal good. The practical thing is to do 
to-day that which needs to be done and can be done, 
never fearing but that to-morrow will be burdened 
with sufficient work that is peculiarly its own. 

A true statesman is one who, clearly seeing the ideal 
good, seeks to cause the people to take but one step at 
a time in that direction. He is never disturbed by the 
rate of progress. His only concern is to have every 
step taken in the right direction. He will not fear to 
act with a minority when it is right and the majority 
is going wrong, nor will he hesitate to act with the 
majority in every case when the tendency of the action 
is right. Civilization is a growth, not a creation. 
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THE MONEY POWER. 

Recently published statistics (1899) show the sav- 
ings bank xleposits in several countries as follows : 

Great Britain $ 780,000,000 

France 652,000,000 

Russia 198,000,000 

Italy 89,000,000 

Total $1,719,000,000 

United States 2,065,000,000 

This shows the savings bank deposits in the United 
States to be $246,000,000 in excess of the total de- 
posits in Great Britain, France, Russia and Italy. In 
the face of this fact there are people who fail to com- 
prehend that the savings bai^k depositors of this coun- 
try are the source and foundation of its money power. 
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REGULATION OF EARNING POWER. 

Every intelligent advocate of mainicipal ownership 
agrees to the proposition tha/t, whenever private capi- 
tal is employed in rendering a public service, such capi- 
tal is entitled to receive interest for its use at the same 
rate the municipality would pay on its bonds, had it bor- 
rowed the money and operated the industry on its own 
account. After including in a statement of costs this 
interest and all other elements of the cost of ownership 
and operation, private investors are entitled to a rea- 
sonable profit as compensation for administrative man- 
agement, using all energies to make the undertaking 
profitable. This profit, if properly limited to an eco- 
nomic creation, is not a charge on the users of the 
service, for the reason that, if the industry is operated 
by non-interested management, it will not be created. 
In other words, when statements of costs are made on 
an identical basis, cost under non-interested manage- 
ment — public ownership — ^will e.qual cost plus eco- 
nomic profit under interested management — private 
ownership — so that the price to the user, when based 
on cost in one case, and cost plus profit in the other 
case, will be equal. The regulation of earning power 
under this proposal will be based on the value of the 
investment and limited by a profit economically cre- 
ated. 
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WAGES DETERMINED BY SELLING PRICE. 

We know of at least one business manager at the 
head of two or three large corporations, who holds 
that an employe has as good a right to know why it is 
necessary to fix his wages at a given rate as a stock- 
holder has to know why his dividends are fixed at the 
rate he receives. It is hardly necessary to say that this 
manager is not troubled with strikes. In a recent con- 
sular report (1899) reference is made to a new trade 
movement, which has proved successful as far as ap- 
plied and is becoming a favorite scheme with students 
of economical problems in Great Britain, Germany> 
Norway and Sweden. The scheme secures the co- 
operation of wage-workers and employers to deter- 
mine the actual cost of production and fix the price 
at which goods can be sold without loss. This price, 
of course, includes the wages of labor and the profits 
of capital. The investigation satisfies the wage-work- 
ers that the wages paid are all that can be paid with 
justice to the other factor of labor, the employing 
capital. The workmen are thus assured of their wages 
as a proportion of the selling price of the products of 
their labor, and capital is by the same argument as- 
sured of its just proportion. It is reported that wher- 
ever this system has been adopted strikes and lock- 
outs are unknown. The originator of this movement, 
Mr. E. J. Smith, has introduced a thorough system of 
cost-taking that has opened the eyes of many manu- 
facturers and in itself has proved a great advantage to 
them. Mr. Smith says he has found that not one- 
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third of the manufacturers really knew or practiced the 
art of cost-taking. 

We would like to know how well developed among 
American manufacturers this art of cost-taking is, and 
how many of them are now fixing the wages they pay 
by the proportion of selling price that wages bears in 
relation to all other costs of production. Who will 
answer? 

APPLIED RELIGION. 

Moral law teaches honesty as a principle. Economic 
law enforces honesty as a practice. Honesty is the 
basic principle of justice. Religion is right-doing. 
Every right act is an act of applied religion. It is as 
much a duty to recognize and commend right acts as 
it is to condemn the wrong. The cause of labor will 
gain enormously when it becomes as much a part of 
the policy of labor organizations to applaud and re- 
ward every employer who deals justly with his em- 
ployes as it is to condemn and injure those who do not. 
There should be a white list as well as a black list, ad- 
mission to which should be determined solely by the 
conduct of man toward man. 

LOSSES CANNOT BE SHARED BY EMPLOYES. 

The person who works for wages has no share in the 
losses that may be the penalty paid by his employer for 
having undertaken an industry. If his wages take all 
or more than all of the price of the product after fixed 
charges and materials are paid for, leaving no profit 
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for the employer, he cannot be required to share the 
loss. That was not the bargain ; on the other hand, if 
the profit is very large he cannot ask for a share of it. 
That was not the bargain. 

It is for the employe's interest, however, to have the 
business in which he is employed profitable, because 
this condition guarantees him continuous enfployment 
and is the only condition that oflfers him any hope of 
an increase of wages. No sane business manager can 
increase wages when he is doing an unprofitable busi- 
ness. 

In the estimates and experience of every business 
allowance must be made, if the business is properly 
financed, for losses and increases of expenses from 
general and specific causes. AnK>ng the latter are ac- 
cidents, wastefulness in the use of material and an 
intangible, but nevertheless an appreciable, lowering 
of t'he efficiency of the labor employed. Hours of 
labor do not furnish an exact measure of the amoimt 
and quality of labor that is delivered for the pay stipu- 
lated. A loyal, interested, satisfied body of workmen 
will unconsciously perform more and better service 
than they can or will under the reverse conditions. This 
margin of diflference may be sufficient, and in many 
cases has been known to be sufficient to turn the scale 
and make an unprofitable business profitable. 

PROFIT-SHARING. 

While it is true that a manager cannot increase 
wages when his business is unprofitable, it is bis duty 
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to enlist the loyal eflfort of every one of his employes to 
assist him in turning the scale to make the business 
profitable. This he can do on conditions that will make 
a gain certain if his employes receive anything as 
beneficiaries of the plan. He can propose to them that 
in case he realizes a profit, after the wages of labor and 
capital have been paid, that he will divide that profit 
with them, giving to each employe exactly the same 
per cent of dividend upon the amount of his wages as 
is paid upon the investment, the employe who has 
earned $ioo and the investor who holds $ioo in stock 
being paid exactly alike. 

In a profitable business this system of profit-sharing 
can be established without cost to investors because 
the economic value of the increased efficiency of a 
body of loyal, interested and satisfied employes, com- 
pared with the reverse conditions, is equal to, if not 
greater than the wage dividend required to carry out 
the system. 

THE GOLUMBUS STREET RAILWAY COMPANY'S PROFIT- 
SHARING SYSTEM. 

A letter from Mr. Robert E. Sheldon, president of 
"The Columbus Street Railway Company,^^ giving in- 
formation regarding the system, is publisheti for the 
information of those who may be inclined to do like- 
wise. May their names be many. Mr. Sheldon writes : 

"This company has been considering the payment of 
dividends to employes for several months past, and 
..early in July of this year (1899) ^^^ executive com- 
mittee adopted the following: 
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Whereas, The directors of the Columbus Street Rail- 
way Company desire to show their appreciation of the 
loyalty and efficiency of its employes, and as an incen- 
tive to continued faithfulness; be it 

Resolved, That until further ordered by the board, 
on dates when dividends are declared payable to the 
stockholders of the company, there shall also be paid to 
regular employes of this company additional compen- 
sation, the amount of which shall be ascertained by 
multiplying the total sum of each employe's wages dur- 
ing the preceding three months by such figure as mil 
produce the rate of dividend as is paid to stockholders. 
To entitle an officer or employe of the Columbus Street 
Railway Company to receive such additional compen- 
sation, the following conditions must obtain in each 
instaftce: 

First. The employe must have been in the employ 
of the Columbus Street Railway Company for six 
months preceding the three months for which ex(ra 
compensation may be awarded. 

Second. Should an employe quit of his own accord, 
or be' discharged from the service of the company, he 
shall not be entitled to the extra award for the fraction 
of the three months' period. 

"The appreciation of our men of this recognition of 
their faithful services is without question. The local 
papers, as well as many foreign ones, have given our 
profit-sharing system quite extended editorials, com- 
plimenting the company and its employes upon the 
adoption of the system, and we doubt not but that 
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gresit good will result from its inauguration and con- 
tinuance/^ 

We congratulate the employes of this company on 
having such employers. When it becomes possible 
to make money by doing good, all evils that flourish 
because of the commercial gains they produce will 
meet an overpowering foe. 

THE WAY NOT TO AND THE WAY TO WORK. 

The idea that an employe should stand on his rights 
and do only what he is employed to do, or only so 
much as will give the appearance of his having done a 
day^s work, will belittle or destroy any person who en- 
tertains it. Those who study to see what they can get 
out of others, rather than what they can train them- 
selves to accomplish, are not actuated by a right pur- 
pose and cannot produce the best results by their ac- 
tions. If a person does not demonstrate how well he 
can work because he thinks his pay is not sufficient, 
his employer will never know how efficient he can be 
and will have no reason for advancing his wages. A 
person who does not get up a full head of steam and 
work with all of his energy while at it, will lose the 
power to work with normal energy. He will be known 
as "no good^^ for an emergency. Whenever a work- 
ing force is reduced, it is the "no good'^ men who lose 
their places. Under the pressure of a social and indus- 
trial system that is compelled to discard inefficiency, 
in obedience to the natural law of its own advance- 
ment, the inefficient must lag in the rear of progress. 
7 
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Wherever work is to be done they are the last to be 
accepted and the first to be rejected. No true friend 
of those who are employes, whatever their vocation, 
can do otherwise than advise everyone to take for his 
standard of accomplishment the best of which he is 
capable, rather than a measure furnished by the work 
of some inferior. For any person who does this and 
lives up to his opportunities advancement is certain. 
If he fails to do this he sinks himself to the level of 
his inferiors and makes a successful life an impos- 
sibility. 

FIRST PRINCIPLES OF LIBERTY AND LAW. 

Under this title the "New York Sun^^ publishes the 
following: 

"i. The right to quit work is as indisputable as the 
right to work. 

"2. The insufficiency of the reasons for quitting is 
a question that concerns the quitter. 

"3* The right of the other man to step in and take 
the job is likewise indisputable. 

"4. As long as both of these rights are respected, the 
striking labor and the superseding labor are equally 
respectable.'' 

Commenting on these propositions the "Times-Her- 
ald'' (Chicago), for July 20, 1899, says, editorially: 

"In these brief sentences is contained the law and 
the gospel of the rights and duties of labor." 

"The law and the gospel of the rights and duties of 
labor" are not contained in these sentences. They are 
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but half truths, which, stated as they are, without 
qualification, are more damaging to the cause of good 
morals and of honest labor than any false doctrines 
proclaimed by the misinformed, the vicious, or the cor- 
rupt. Those who undertake to advise workingmen as 
to their rights and duties, and those whose duties place 
upon them the responsibility of directing the actions 
of organized labor, will be false friends so long as they 
fail to comprehend and to be governed by correct prin- 
ciples involved in the law of labor and property. A 
brief examination of these propositions will serve to 
show how much there is to be learned by those who 
think the above propositions contain the law and the 
gospel of the rights and duties of labor. 

THE RIGHT TO QUIT. 

The right to quit and the right to discharge are 
fundamental to the freedom of the two factors of 
labor — ^the employed and the employer. Quitting and 
discharging, being employed and employing, are two 
expressions of one fact. When an employe quits he 
discharges his employer ; when he accepts employment 
he employs his employer. The customary use of terms 
creates distinctions where none exist. These two fac- 
tors are indivisible in any intelligent discussion of 
"the law and the gospel of the rights and duties of 
labor.^^ Labor results only when the two are com- 
bined. It ceases to exist when they are separated. 

The right to quit and discharge is qualified by the 
requirement of a just notice. In an employment that 
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is continuous m its character the employed and the 
employer have a just right to expect the relation to 
continue indefinitely. For either to deprive the other 
of his opportunity to earn a living or make a profit 
without just cause or notice is equivalent to robbery, 
if not murder. 

THE SUFFICIENCY OF THE REASONS FOR QUITTING. 

This is a question that concerns many more than 
the quitter or discharger. Every person owes a duty 
to himself, to those dependent upon him, to those as- 
sociated with him in any way in the industrial organi- 
zation in which he is employed, to all others of his class, 
whether it be in the union of his trade or in the market 
for securities of industrials, to those whose wants it is 
his vocation to supply, and to the social or commercial 
convenience of the community in which he lives. Civil- 
ization has grown only in proportion to the realization 
of the fact that no man has the right to be the sole 
judge of the correctness of his own actions. Com- 
mencing with self, the responsibility of accountability 
broadens out through every relationship of human 
existence to the furthermost person that may be af- 
fected in the slightest degree by an individual action. 
A denial of the duty of accountability to all whose 
interests, comfort or convenience may be jeopardized 
or interfered with by an arbitrary individual action 
dethrones justice and establishes tyranny. It wipes 
out civilization and turns human beings back to the 
age of savagery, when the power to do was warrant 
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for the right to do whatever the uncivilized brute 
willed. This is not liberty; it is license. 

To the distorted view of a suicide the self-given red- 
son for the act is sufficient and the act places its vic- 
tim beyond the power to return to reason. To the dis- 
torted view of a quitter who destroys his own property, 
his opportunity to work, his earnings, a self-given 
reason for his act may appear sufficient, but it is not 
sufficient in fact, and as a matter of moral right, unless 
he can show it to be sufficient to those to whom he is 
accountable. Recognition of duty is the restraining 
influence which tames the brute and transforms him 
into a civilized man. Who will say that a man who 
would go into his home and destroy the food and 
clothing there collected for the support and comfort 
of his family has the right to say to them or to society 
that the sufficiency of his reason is a question that 
concerns himself alone ? The statement of this propo- 
sition shows its absurdity. But when a man quits his 
work he deprives his family of the means of obtaining 
food and clothing. Yet, it is said that the sufficiency 
of his reason for doing so is a question for him alone. 
This is not true. It is this fallacy that has caused those 
intrusted with the -employment of thousands of labor- 
ers to play the part of petty tyrants and declare that 
there was "nothing to arbitrate'^ when a disagreement 
has resulted in a strike or a lockout. The sufficiency 
of the reason for quitting or discharging concerns so- 
ciety. It is the business of society to know that the 
reason for the act is just. 
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THE RIGHT OF ANOTHER MAN TO TAKE A JOB. 

The poverty of the poor is the cause of their poverty. 
The unjust quitter or discharger would be shorn of 
his power for evil if the necessity did not compel 
some other person to accept the terms refused. The 
punishment for unjust quitting is to have the place 
taken by another and the opportunity to work perma- 
nently lost to the quitter. The penalty for unjust dis- 
charging is to have it become impossible to obtain any 
persons to take a job from one who has been unjustly 
discharged. When quitter and discharger are com- 
pelled to submit the reason for their actions to the 
judgment of society and know that society will en- 
force the penalty for their unjust acts they will always 
find a way to bring themselves to an agreement or will 
discover something to arbitrate. The tyranny of the 
boss, and of the walking delegate, will disappear 
simultaneously. 

No man has a right to take a place made vacant by 
an act of injustice. When he does he becomes the tool 
of tyranny and destroys the defense of his own liberty. 
He cannot be permitted to plead his own necessities. 
Human liberty has been won by courage and sacrifice. 
Courage and sacrifice are demanded of every person 
when the upholding of a principle is at stake. Men 
before us have died for principle. Shall we acknowl- 
edge ourselves less noble than they? When men quit 
or are discharged unjustly, the whole of society should 
stand firm as adamant against the success of the crime. 
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RIGHTS AND DUTIES MUST BE RESPECTED. 

So long as employed and employer respect their 
duties to themselves and to society, the sense of jus- 
tice and fair play, which is daily becoming more plainly 
defined and universally recognized, to which they can 
appeal with perfect confidence, will yield them the 
respect and approval of all right-minded persons. Men 
are truly intelligent only when they recognize that on 
the other side of every right enjoyed, there is a duty 
to be performed. The benefit of the right cannot be 
perfectly realized without the performance of the 
corresponding duty. The correct test of intelligence is 
the knowledge it has of its limitations and the judg- 
mjent with which it accepts the guidance of others. 
This is the law and gospel of the rights and duties of 
employed and employer, whose joint action creates 
labor. 

PROTECTING THE HONOR OF THE ARMY. 
Lieutenant Rowell, the United States recruiting of- 
ficer at Terre Haute, Ind., is entitled to the thanks 
of the army, of the government and of the people for 
his action in rejecting a criminal who had been released 
tmder suspension of sentence by an Illinois judge on 
condition that he would enlist. When this condition 
was explained to Lieutenant Rowell, he immediately 
rejected the would-be recruit and wrote a letter to 
the judge, telling him the government did not want 
men with bad reputations, but, on the contrary, wanted 
self-respecting, honorable young men. Such action 
protects the honor of the army at its source. 
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WORK OF THE DETROIT STREET RAILWAY 
COMMISSION. 

It is seldom men supposed to be honest, shrewd and 
wise undertake an enterprise which brings to them not 
one of the results they expected, but brings other re- 
sults the reverse of what they desired. This, however, 
has been the fate of the Detroit Street Railway Com- 
mission scheme. 

It would be unjust to credit the formation of this 
scheme to the Hon. Hazen S. Pingree, governor of 
Michigan and member of the commission, and his as- 
sociate commissioners, Elliott G. Stevenson and Carl 
E. Schmidt, or to any member or group of members 
of the Michigan Legislature that enacted the law which 
gave the scheme a short-lived right to exist. None of 
these persons were capable of it. This scheme was 
conceived by those who were to be its beneficiaries, 
corporation manipulators. Some may think that they 
paid well to carry out their plans. It is claimed they 
paid $175,000 to procure the legislation. This cannot 
be believed, because Mr. Pingree has made political 
reputation by exposing and denouncing bribery. He 
certainly would not have approved a measure enacted 
by the aid of corporation money. He is the champion 
corporation fighter, who reprimanded the Michigan 
Board of Railway Commissioners for congratulating 
themselves and the public on the friendly relations 
existing between them and the corporations they were 
supposed to regulate and supervise, declaring, "You 
have no business to have the relations friendly .^^ He 
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holds an honorary degree among advocates of munic- 
ipal ownership, and is the only original three-cent-fare 
friend of the people. He could not have been bribed 
to give the corporations $10,000,000 for their expiring 
franchises or a new forty-eight-year franchise for 
nothing. His hard work for the accomplishment of 
these results proves that he was no hireling. 

TWO CLASSES OF BENEFITS — CASH AND POLITICAL POWER. 

Two classes of benefits and two classes of benefici- 
aries were involved in this scheme— cash and political 
power, speculators and politicians. When a combina- 
tion like this is fornHed the people^s interests have small 
consideration. It is true that everyone who had his 
:,hands in this affair protests most earnestly that he was 
intent only upon serving the people well. The only 
effect of this protest, however, is to raise a doubt as to 
their honesty or to their intelligence. 

The cash benefit, the only benefit speculators are 
supposed to seek, is painfully apparent — $8,000,000 for 
their property and $8,478,563.86 for their expiring 
franchises, paid in four per cent bonds secured by 
a forty-eight-year franchise, is quite sufficient for 
them. 

The political benefit is equally apparent. The first 
city to establish municipal ownership in street car 
service, with three-cent fares and universal transfers, 
owing this great benefaction to its champion corpora- 
tion fighter, the Hon. Hazen S. Pingree, ex-mayor, 
governor and street railway commissioner, could not 
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for sheer force of gratitude fail to cast its votes in a 
solid block for its great commoner, in political con- 
ventions and legislative halls. Governor Pingree was 
gating short on political prestige. What if the specu- 
lators did want a little something, the giving of it was 
not worth considering in comparison with the enor- 
mous public gain of keeping the greatest * municipal 
ownership champion who has ever held the offices of 
mayor and governor simultaneously in the service of 
the speculators and of the people. 

The speculators schemed for cash, or a long-term 
franchise, and lost. The politicians schemed for a 
fresh installment of prestige that would give them a 
big boom in 1900 and lost. 

For all of this the people should be duly thankful. 

CORPORATIONS AND MUNICIPAL OWNERSHIP ADVOCATES 
CAN AGREE. 

One unlooked-for benefit is the demonstration that 
whenever a municipality really desires to take posses- 
sion of an industry, there will be no difficulty in bring- 
ing the corporations to terms, assuming that these 
terms are arrived at, as in this case, by methods which 
the best authorities on both sides approve as being 
correct. So well did these two supposedly antagonistic 
parties agree, they exhibited themselves to the public, 
working in the greatest harmony and with the utmost 
energy for the accomplishment of their purposes. 
Cities need hesitate no longer to make a forward 
movement in the direction of municipal ownership. 
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All they need to do is to obtain a copy of the report of 
the Detroit Street Railway Commission, "To the Hon- 
orable, The Common Council of Detroit^^ (the mayor 
wasn't in it), submitted May 23, 1899, master its logic 
and methods of calculating values, and they will be 
well equipped to make an offer that no corporation will 
refuse. 

SHORT-TERM FRANCHISES DOUBLY CONDEMNED. 

Prof. Edward W. Bcmis is an able champion of 
short-term franchises, that is, franchises having a Ufe 
of from twenty to thirty years. All the arguments 
he has ever examined demonstrating that such fran- 
chises were incoft^atible with the people^s interest 
have not been sufficient to cause him to see his error. 
But when he is employed to value franchises having 
but ten years and eight months to sixteen years of life, 
he finds them worth to the corporations $8,478,563.86. 
Had these been perpetual franchises, which are always 
revocable at will under the law of eminent domain, they 
would have had no'value to the corporations, but would 
have been of great value to the people. Professor 
Bemis has always, and still is, fighting perpetual fran- 
chise. He has demonstrated that he is the champion 
of corporations, and not of the people, although he is 
still so thoroughly self-deceived by the fallacies he 
advocates he does not appear to realize the fact. 

Short-term franchises are condemned by the valua- 
tion that must be placed upon them if the people want 
to recover the right to make a new deal in behalf of 
their own interests. 
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The Hon. Tom Johnson, writing to the Hon. Hazen 
S. Pingree, governor and street railway commiissioner, 
says: 

"Low fares and short-term franchises are incom- 
patible if railways are to run for profit as a private 
enterprise ; as truly as low rents and a short-term lease 
would be if a great building like the Majestic were put 
up by a tenant on leased land.*^' 

The economic principle on which this statement is 
based is clearly discussed in "The Law of Incorporated 
Companies Operating Under Municipal Franchises/^ 
but that class of "friends of the people^^ who champion 
municipal ownership have seemingly never been able 
to grasp the idea that short-term franchises are the 
great obstructions to the best services at the lowest 
prices that have been created by legislation. I-ast 
winter (1898-99) one would suppose every person 
in Chicago was wild with rage, if he had consulted 
only the newspapers, because there was a chance for 
street railroad companies to obtain fifty-year fran- 
chises. Had the corporations asked for only twenty- 
five years, which all of these fallacious economists de- 
clare to be the right thing in the interests of the peo- 
ple, they could have secured the franchises. If, ten 
years from now, the franchises having fifteen years of 
life, the people really wanted to undertake municipal 
ownership, how much, think you. Professor Bemis 
would award them as the value of the unexpired term 

X. See Detroit Tribune, July 16, 1899. 

2. Robert Clarke Company, Cincinnati, Ohio. 
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of the franchise? Eight million dollars for Detroit 
would mean about $100,000,000 for Chicago. If, dur- 
ing that time lower fares were demanded, it could be 
shown that low fares and short-term franchises are 
incompatible^ 

Short-term franchises are condemned by the obstruc- 
tion they offer to low fares, and the value placed on 
them when the municipality wishes to terminate them. 
Doubly condemned, they should be abandoned by all 
who have the true interests of the people at heart. 

Such are some of the unexpected benefits from the 
Detroit Street Railway Commission scheme. 

PROFITS OF PUBLIC WATERWORKS. 

We recently received a request for information re- 
garding the profits shown by certain municipalities as 
having been derived from their public waterworks. 
We were obliged to reply that no reliable opinion can 
be formed from the reports of mfunicipalities as pub- 
lished. The only opinion regarding the profit or loss 
created by the ownership and operation of any public 
service industry that can be of real value, because based 
on a knowledge of the facts, must be based upon a re- 
port of a competent engineer and auditor, made after 
a careful examination of the physical property and of 
the accounts. 

In support of this reply we ask attention to a report 
on "Water Rates in Large Cities," made to the Ameri- 
can Society of Municipal Improvements, by August 
Herrman, commissioner of waterworks, Cincinnati, 



Digitized by 



Google 



114 PROFITS OF PUBLIC WATERWORKS. 

Ohio. (See proceedings of the society, 1899). Mr. 
Herrman clearly shows the impossibility of determin- 
ing by a comparison of water rates whether or not the 
people of one city are being served more economically 
than those of another city. The variable factors in- 
cluded in rates charged and the variable factors met 
with in local conditions that have a marked influence 
in determining the rates charged, render comparisons 
impossible. The only way the people of a city can de- 
termine whether or not they are being served by their 
waterworks with a due regard for economy is to re- 
quire that the accounts shall be properly kept, to show 
correctly every item of cost and then to examine these 
items of cost to ascertain if they show efficient man- 
agement. 

Incidentally, Mr. Herrmanns report throws some 
light on the question of waterworks profits. He says : 
"All of the answers received as to whether or not the 
departments are self-sustaining are in the affirmative.^' 
Mr. Herrman exposes the falsity of these answers, ap- 
parently without any purpose of doing so, by showing 
that: 

"Three cities assess abutting property owners for all 
the cost of extensions of water mlains. 

"Eight cities assess abutting property owners for a 
part of the cost of extensions of water mains. 

"Four cities provide for a part of their interest and 
sinking fund charges by taxation. 

"Five cities provide for all of their interest and 
sinking fund charges by taxation. 
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"Two cities assess a water rate against vacant lots. 
This rate is a special tax for the support of the water- 
works and is not a payment for service. 

These items, given incidentally, in a report not de- 
signed to take up the subject of the costs of ownership 
and operation of the waterworks, but to deal primarily 
with the rates charged, are sufficiently suggestive to 
cause anyone desiring reliable information not to ac- 
cept the official reports that claim all works to be self- 
sustaining and many of them a source of net income. 

ELECTRIC STREET LIGHTING. 

We ask attention to a report to the American Society 
of Municipal Improvements, by its committee on "Elec- 
tric Street Lighting*' (1899), Mr. D. Hunter, Jr., 
chairman. The recommendation there made, .that 
street lighting contracts should be based on 
meter rates, instead of the candle power of lamps, is 
of importance to all municipalities and corporations 
supplying a public lighting service. The advantages 
of such a change will not be confined to one side of 
the contract. A careful investigation of the subject 
should lead to a universal adoption of this suggestion 
whenever opportunity is given by renewal of con- 
tracts. 

The troubles encountered by using the candle power 
of arc lamps as a basis of charge for the service have 
been exceedingly exasperating and have been experi- 
enced by nearly every corporation supplying a street 
lighting service. A change such as is now recom- 
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mended was foreseen as far back as 1890. The sched-- 
ules for the eleventh census relating to arc lamp street 
lighting have no specification for the candle power of 
arc lamps. The rating there provided for is the volt- 
age and amperage of the lamp. This form has been 
followed by the schedules of the United States De- 
partment of Labor in its investigation of public service 
industries, 1898-99. By the adoption of this basis of 
rating the way has been prepared in the official litera- 
ture of the United States for a meter basis of rating 
which will be scientifically correct. 

A JOINT INVESTIGATION TO FIND THE 
TRUTH ABOUT PUBLIC LIGHTING. 

After years of discussion and much injudicious ac- 
tion, based on unverified statements, a proposition has 
been made by the National Electric Light Association, 
; to the League of American Municipalities, to make a 
I joint investigation to establish the claims of municipal 
ownership advocates, that users and taxpayers are 
' securing economic gains by means of municipally 
' owned and operated electric lighting plants. Many 
i investigators have searched for this fact. Some have 
j declared they have found it. Those who find it the 
I quickest, and are best satisfied with their find, give so 
much evidence of bias, and lack of qualification to 
\ make such an investigation, their conclusions cannot 
be accepted as authoritative. This discussion can be 
continued without limit unless it is terminated by some 
definite proposal designed to reach an authoritative con- 



Digitized by 



Google 



NATIONAL ELECTBIC LIGHT ASSOCIATION. II 7 

elusion. With this object in view, the National Elec- 
tric Light Association made the following proposal to 
the League of American Municipalities at its third an- 
nual convention, held at Syracuse, N. Y., September 
19-23, 1899. 

PROPOSAL MADE BY THE NATIONAL ELECTRIC LIGHT 
ASSOCIATION. 

136 Liberty Street, New York, Aug. 21, 1899. 
"League of American Municipalities, Syracuse, N. Y. 
"Gentlemen : — The National Electric Light Associa- 
tion, appreciating the great importance to the tax- 
payers of the country of the question of municipal own- 
ership of quasi-public service industries, and under- 
standing that your honorable body assembled in con- 
vention at Syracuse do propose to discuss thoroughly 
this very pertinent question, both for and against, and 
believing it to be of mutual benefit to arrive at facts, 
does, through its officers and executive committee (be- 
ing the governing power and vested with full author- 
ity), hereby offer to bear one-half the total expense, 
said total not to exceed five thousand dollars, of em- 
ploying a competent expert to examine as many muni- 
cipal electric light plants as the above sum will permit. 
The properties to be examined shall be selected by the 
League of American Municipalities, and said expert 
shall be selected and appointed by the president of the 
National Electric Light Association and approved by 
the president of the league. The result of such ex- 
amination shall be in the form of a report, sworn to 
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before a notary, in duplicate, one copy of which shall 
be furnished to the league and one to this association. 
"If this proposition meets with your approval, the 
representative of this association, by whom this is pre- 
sented, is authorized to attend to all preliminary de- 
tails. Respectfully, 

"S. T. CARNES, Pres., 
"O. T. CROSBY, First Vice-Pres., 
"J. B. CAHOON, Second Vice-Pres., 
"GEO. F. PORTER, Sec/' 

After reading this proposal, Mr. J. B. 'Gaboon, sec- 
ond vice-president of the National Electric Light As- 
sociation, made the following statement: 

STATEMENT BY MR. J. B. CAHOON. 

"Gentlemen, in regard to this proposition, I will 
say for the National Electric Light Association, that 
we come to you in a spirit of fairness and with a desire 
to seek knowledge on a dark subject. We want to 
know whether it is safe for us to go ahead and put 
more money into electric lighting plants. If it is more 
beneficial to the taxpayer and to the public in general to 
have the properties operated by municipalities, we want 
to know it. We want to know whether you can operate 
these properties for the best interests of the community, 
or whether we can. We submit this proposition to 
you, gentlemen, and ask for it your favorable con- 
sideration.^' 

This proposal was accepted in the following terms : 
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ACTION BY THE LEAGUE OF AMERICAN MUNICIPALITIES. 

"Resolved, That the offer of the National Electric 
Light Association to pay one-half of the expense, not 
to exceed $5,000, to investigate municipal plants, the 
investigator to be appointed by the said association, 
be accepted upon the following conditions : 

"i. That the president of the league appoint one 
investigaftor and the president of the National Electric 
Light Association another, these two, with any needed 
assistants, to investigate jointly and report on all points 
of agreement and disagreement. 

"2. That the investigation extend to the charges 
for domestic, commercial and street lighting, the cost 
of coal, the wages and hours of labor in private com- 
panies whose conditions are as similar as may be to 
those of the ^.ublic plants examined. The presidents 
of the two associations, in conference with their expert 
investigators, to select the plants to be examined, both 
public and private. In case of disagreement on this 
point, half of the public and half of the private plants 
to be selected by each president. 

"3. That in view of the regular dues of the league 
being inadequate for even ordinary running expenses, 
the money for this investigation shall be secured by 
our treasurer from special donations, and our accept- 
ance of the offer under consideration shall be condi- 
tional on the raising of this mon^y, for which end we 
hereby request all those interested to contribute liber- 
ally.^^ 

Tlie above resolution was unanimously adopted. 
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A TRUE BASIS FOR COMPARISONS. 

In making this proposal, and in the terms in which 
it has been accepted, the National Electric Light Asso- 
ciation and the League of American Municipalities 
have placed themselves on record as accepting the 
basis for comparisons we proposed in a paper sub- 
mitted to the League of American Municipalities at its 
first convention, Columbus, Ohio, September 28 to 
October i, 1897. This paper has been republished in 
book form, with other papers, under the title of "Mu- 
nicipal Public Service Industries." The proposition 
will be found stated as follows : 

When a service is rendered by a private corporation 
for the public purposes of a municipality, the price 
paid by the municipality limits its cost to taxpayers. 
When the same service is rendered by the municipality 
for its own account, through the ownership and opera- 
tion of the industry, the price to taxpayers is the en- 
tire net cost of the service. 

In the case of services rendered by private corpora- 
tions, price is cost to users and taxpayers. In the case 
of services rendered by municipalities, cost is price 
to taxpayers, and the price charged is cost to private 
users as such. These facts are established by the 
conditions of the undertakings, beyond the power of 
intelligent controversy, or change by legislative enact- 
ment. To determine the relative economic advantages 
derived from private or municipal industries, the 
price charged by private corporations and the cost of 
service rendered by municipal works, are, it must be 
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seen, the only correct basis for comparisons. Price 
charged by private corporations can be ascertained. To 
ascertain the cost under municipal ownership and op- 
eration this investigation mHist include every item of 
cost involved in the rendering, of the service. The facts 
needed should all be matters of public record. 

The investigation, by the Department of Labor 
(1897-98-99) is entered upon with a full knowledge 
of its vital importance to all urban citizens, to all 
municipalities, and to all of the vast investments held 
in public service corporations. If it shall show that 
price to users and taxpayers charged by private cor- 
porations is unreasonably higher than cost under mu- 
nicipal ownership and operation — and what advocate 
of municipal ownership believes it is not? — private 
corporations will have no choice but to reduce their 
prices or to sell out to the municipalities in which they 
are located. To this final, crucial test private corpora- 
tions must submit. This test will bring the struggle 
to depress cost of rendering municipal industrial serv- 
ices to an acute stage of development. It substitutes 
actual competition between private corporations and 
municipalities for theoretical competition between cor- 
porations within municipalities. The only difficulty in 
the way of making this test accurate, is the want of 
uniformity in methods of municipal bookkeeping. In 
measuring the prices charged by private corporations 
against cost of production by municipally-owned and 
operated works, justice and the interests of the people 
demand that all factors of cost shall be correctly and 
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fully included in the accounts. An understatement of 
costs will be unjust to vast invested interests^ and will 
lead the people into drawing erroneous and harmful 
conclusions. 

The joint investigation now to be undertaken, by 
the National Electric Light Association and the 
League of American Municipalities is of the highest 
interest to all urban citizens, and will be watched 
with the keenest interest by both parties to the con- 
troversy. 

AN HONORABLE CHALLENGE HONORABLY 
ACCEPTED. 

Too much importance cannot attach to the challenge 
offered by the National Electric Light Asso- 
ciation to the League of American Municipalities to 
make an investigation for the purpose of authoritatively 
demonstrating the economic results of the municipal 
ownership and operation of electric lighting plants in 
comparison with contract prices charged by private 
corporations. While there may be some politics in the 
attitude of municipal officials toward the policy of mu- 
nicipal ownership, we are ccxivinced that a large ma- 
jority of them honestly believe the advantages reported 
have been gained. We believe the officials making the 
reports are honest, but self-deceived by the inaccura- 
cies of their accounting system. At the Syracuse con- 
vention of the League of American Municipalities, 
1899, we did not meet a single mayor who was not a 
municipal ownership man. But we believe had the in- 
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vestigation sought by the National Electric Light As- 
sociation been made, and a report submitted to that 
convention showing a conclusion adverse to the mu- 
nicipal plants, a large, majority of those present would 
have manfully acknowledged its binding force by tak- 
ing the position that when municipalities do not operate 
public service industries so as to secure economic gains 
in competition with private management and operation 
they should lease their works and franchises. 

It has been intimated that the terms on which the 
League of American Municipalities finally accepted the 
challenge offered by the National Electric Light Asso- 
ciation are not entirely satisfactory. We do not think 
the officers of the association hold this view. We do 
not. It will be observed that the term "entire and true 
cost of service" does not appear in the challenge, nor is 
it mentioned in the acceptance. But it is there by im- 
plication in both cases. It is necessarily understood; 
without such an understanding neither offer nor ac- 
ceptance is intelligible. What is to be proved or dis- 
proved by the investigation if it is not whether the 
"entire and true cost of service" under municipal own- 
ership and .operation is more advantageous to users and 
taxpayers than the prices charged by private corpora- 
tions ? It is necessary in making comparisons to take 
into consideration and make proper allowance for 
local differences in economic conditions, such as the 
cost of coal, the wages and hours of labor. The stipu- 
lation of these items in the acceptance is evidence that 
whoever framed the acceptance contemplated a thor- 
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ough scientific investigation that shall be authoritative 
and final. 

The president of each organization is to appoint one 
investigator, and to designate the plants to be investi- 
gated. These investigators are jointly to report on all 
points of agreement and disagreement. If the appoint- 
tee of the League of American Municipalities does not 
agree with the appointee of the National Electric LigMt 
Association upon the inclusion of any item in the state- 
ments of costs to be made for the municipal plants, 
he will be compelled to report a disagreement as to 
those items. There is no opportunity for an effective 
biased report under these conditions. A refusal to ad- 
mit a legitimate item of cost to prevent an unfavorable 
report will do more injury to the cause of municipal 
ownership than an adverse report could do, because it 
would discredit the investigator in the judgment of in- 
telligent and unbiased public opinion. The report will 
be submitted technically to a convention of city officials 
on the one hand and of electric lighting corporations on 
the other. In reality, it will be submitted to the public 
and subjected to the criticism of the ablest economic 
students in the country. To convince public opinion 
the report must be as honorable as is the acceptance. 

ARE WE AN HONEST PEOPLE? 

Honesty, like virtue, with some people, is dependent 
entirely on lack of opportunity to be otherwise than 
honest or virtuous. Their standard is the respect they 
wish others to have for them rather than the respect 
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they should have for themselves. On this account, 
when an opportunity offers for them to be dishonest 
under conditions that appear to offer protection against 
loss of the respect of others, their own conception of 
honesty is so vague and ineffective that it has no power 
to protect them against the temptation. This is illus- 
trated by an occurrence recently reported from Racine, 
Wis., as follows : 

"An old woman entered a leading dry-goods store 
and purchased a bill of goods from a salesman. In 
making payment she handed out a worn silver dollar. 
The clerk hesitated before taking it. He then discov- 
ered that it was dated 1804. Only a few coins of this 
date are in existence, and at the banks it was found 
they are quoted at $500 each. He sent the dollar to a 
friiend in Chicago, who took it to a coin collector and 
sold it for $1,000. There is some dispute as to 
whether the coin belongs to the salesman or the 
owner of the store. The proprietor claims the clerk 
should have turned it in to the cashier, instead of 
keeping it and turning in another dollar. Whether 
litigation will follow is not decided. The woman who 
gave the coin at the store is not known." 

When the clerk saw that the coin was of greater 
value than one dollar, for reasons of which the woman 
v/as ignorant, had he been honest, he would have told 
her at once what he thought the value of the coin was. 
He would have g^ven her the protection to which ig- 
norance is entitled from honest intelligence. Failing 
to do this, he became a thief. The proprietor of the 
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Store has no more moral right to the $i,ooo for which 
the dollar coin was sold than he would have to the 
money had the clerk actually obtained it by picking 
the woman^s pocket. If these persons were as anxious 
to give the money to its rightful owner as they are 
to keep it for themselves, it might be possible for 
them to find her. It is to be hoped that litigation 
will follow and result in the case becoming so notorious 
that the woman who has been defrauded will come 
forward and claim her own. 

It has been given as an axiom that a person who is 
honest in one respect will be honest in all respects. But 
this is not true. With many persons the standard of 
honesty is an adjustable one, aiid they change it to suit 
the transaction in which they are engaged. Many per- 
sons whose word is never questioned in the ordinary 
affairs of their business and social life find it quite im- 
possible to make an honest list of their property for the 
purpose of taxation. So notorious is this fact, a recent 
case in which a woman made an honest return was 
written up by the daily press as a marvelous occur- 
rence. The writing up of that incident wrote down the 
entire list of taxpayers as being dishonest. This fatal 
weakness in human character is caused by a false 
standard of honor, which permits persons to value 
more highly the respect of others than their . own 
respect for themselves. 
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THE WORK OF THE OHIO MUNICIPAL CODE 
COMMISSION (1899). 

The improvement of municipal government is one of 
the questions of vital importance that is demanding 
solution. The entire population of every village, town 
and city in this country is directly and seriously in- 
terested in all efforts and accomplishments that make 
for good municipal government. They should show 
that they are alive to the importance of the work being 
done by the Ohio Municipal Code Commission by 
studying and discussing its work and recommenda- 
tions, as eagerly and earnestly as they might if it 
was a commission of their own state. Politicians and 
legislatures are great imitators. They are quick to 
seize upon and copy any measure, wherever enacted, 
that they think will add to their political fortunes. Un- 
fortunately, the wisest measures are not usually the 
most popular ; thus it happens that unwise measures are 
frequently given undesirable currency, while better 
measures are neglected. 

Among the features of the bill the Ohio Municipal 
Code Commission are drafting to be presented to the 
next legislature (1900) are very many that are un- 
questionably good, some that may be improved by slight 
amendment, and a few that are radically wrong. The 
work of the commission, considered as a whole, gives 
evidence of an intelligent and sincere purpose to find 
and recommend only that which is best for all the 
people, regardless of existing laws, political policies 
or popular prejudices. For this the commission can- 
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not be too warmly conlmended. The danger to be 
guarded against in all such work Is the undertaking 
of too much, the attempting to carry the people too 
far, though in the right direction. It is diflScult for 
those who see the possibilities of good to be derived 
from ideal conditions to restrain themselves and, with 
cool judicial minds, advise the people to take only that 
•step which lies immediately before them, and which 
they are most able to take, centering all effort in this 
accomplishment, never diverting attention from it by 
speaking of what they know lies beyond. 

The commission will probably fail to carry all of its 
reforms into an enacted law, but it is so well supplied 
with good points it can lose many and still have enough 
remaining to have its work endure, a monument to 
its honor. This being true, it can afford generously to 
accept all good suggestions that are sure to come to 
it as the result of the broad publication of its con- 
clusions. The spirit with which its investigations have 
been made and its discussions conducted justifies the 
promise of a cordial and judicial consideration of all 
suggestions that may yet be made, that have for their 
purpose the promotion of the general welfare. 

Speaking broadly of the construction of municipal 
governments, and not with an exact reference to the 
work of this commission, a few propositions are here 
advanced. 

CIVIL SERVICE. 

I. To obtain economic eflSciency the system should 
be calculated to induce capable and honest persons to 
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enter public employment. This can be done only by 
giving proper compensation and the assurance that 
a record of good service shall be an absolutely safe 
reliance for retention in office. The various features 
of municipal administration and employment should 
be made a profession that will attract the brightest 
minds and most energetic executive ability in the whole 
country into the service. It should be the effort of the 
people to employ, for every position at their disposal, 
the best man they can find for the work to be done, just 
as it is the effort of private corporations to do, and to 
retain him in their employ, substantially on the same 
terms, successful management. If this is not done, 
political corporations cannot hope to compete with 
private corporations in effective industrial work. 

The commission has placed itself squarely on record 
in favor of a practical civil service law administered 
by a state commission. For this we commend them 
most lieartily and congratulate |the people of the 
state. 

UNIFORM ACCOUNTING. 

Equally important to the employe and to the public 
is a uniform system of accounting to be prescribed and 
audited by the state. If it is necessary to have a 
state commission supervise the administration of a 
civil service law in order to obtain the best results in 
the selection of public employes, it is far more es- 
sential that the state shall examine the work done 
by them. "The commission regards the adoption of 
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a compulsory merit system of appointments as essen* 
tial to the success of the experiment of local self- 
government, and is not in favor of municipalities em- 
barking in the ownership or control of street railways, 
and, in general^ doubts the wisdom of municipal own- 
ership and operation of waterworks, gasworks, elec- 
tric light and power, telephones and the like, for the 
sole reason that nothing but financial disaster can be 
expected as the result of the political control of such 
vast interests.^' 

The efficient management of such interests will be 
helped as much, if not more, by a wisely designed uni- 
form system of statistics and accounting, prescribed 
and audited by the state, as it can be by a state devised 
and supervised merit system of appointn:>ents. The 
principle of "home rule*^ is not infringed in either 
case. The state delegates powers to municipalities. 
It is the duty of the state, whenever it delegates a 
power to require an accounting of its use and to in- 
spect the manner in which it is exercised. 

When the state delegates the power of taxation to be. 
exercised for the purpose of acquiring the ownership 
and operation of a public service industry, it is the 
duty of the state to require that the accounts of this 
undertaking shall show the entire and true costs of 
the service and that the service shall not be sold at 
less than cost, and also, in case municipal bonds are 
issued on account of such an industry, that the price 
charged for service shall be sufficient fully to pay all 
posts of ownership and operation and an annual pro- 
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vision for a sinking fund sufficient fully to pay all such 
bonds at maturity. 

The state must specify what items shall be included 
in all statements of costs and see to it that all dis- 
bursements for such items are fully and correctly 
charged. With such a system of accounting so audited 
it will be possible for the employes of one municipality 
to compare the results of their work and management 
with similar results obtained in all other municipalities 
in the state, and thus learn wherein they are less effi- 
cient than the best, and to show wherein they are most 
efficient. This will secure full credit, for good work well 
done for every public employe, the most potent factor 
in promoting and maintaining good discipline, economy 
in the use of materials and energy in use of time, with- 
out which economic efficiency is impossible. It will en- 
able managers in towns to establish a reputation in 
their profession that will cause their services to be 
sought after by the great cities, and will induce a 
natural gradation of promotion from positions of small 
to those of greater responsibility. Beyond this, it will 
enable taxpayers to know just what advantages they de- 
rive from taxes paid on account of such industries, and 
will furnish an infallible guide to public opinion and 
action regarding them. The interest of the public em- 
ploye and of the municipal taxpayer are joined in the 
demand that all municipal accounts shall be kept in a 
uniform system, prescribed and audited by the state. 
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UMIT OF MUNICIPAL INDEBTEDNESS. 

One of the vital regulations of the power of taxa- 
tion whenever delegated to a municipality is the deter- 
mination of a limit to the indebtedness which the mu- 
nicipality may legally incur. This limit is properly 
fixed at ''five per centum of the valuation of taxable 
property.'* The commission, however, provides for the 
exclusion from statements of debt, to determine the 
limit of power to incur debt, "bonds issued in antici- 
pation of special assessments, and bonds issued for 
the ownership or operation by the city of any public 
service which permanently produces a revenue; and 
that no bonds shall be issued for any purpose for a 
longer period than twenty years/* Of course, this 
statement is only intended to announce the principles 
to be applied in the bill the committee is drafting. It 
is therefore probable that in the bill, as drawn, all 
proper safeguards will appear. It is the part of wis- 
dom, however, to have such safeguards clearly pointed 
out so that they may not escape the attention of the 
commission in drafting the bill, or of members of the 
legislature in enacting it. This qu^estion is argued at 
length in "Muncipal Public Service Industries,** pages 
137 to 140 inclusive, and the conclusion there reached 
follows : 

"All bonds to be excluded from debt statements shall 
be secured only by mortgage upon the franchises,^prop- 
erty and incomes of the undertakings in behalf of which 
they are issued, and the holders of such bonds shall 
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have the same rights of foreclosure as are enjoyed by 
the holders of bonds issued by private corporations/' 

Such a provision is a necessary safeguard to protect 
private property from being assessed to pay bonds is- 
sued under the representation that the undertaking 
would be a permanent revenue producer. If the enter- 
prise realizes the representations of its promoters and 
does produce sufficient revenue fully to pay all costs of 
ownership and operation and to provide for the pay- 
ment of its bonds at maturity, the property of no tax- 
payer will be assessed on its account ; but if it fails to 
do this, taxpayers should not be made liable for the 
deficiency. Bondholders should look for security only 
to the property bought with their money, as they do in 
all other transactions. 

Such a requirement is not only necessary properly to 
protect the interests of taxpayers, it is equally neces- 
sary to insure efficient management of such industries. 
When officials know they have all the property in a 
city under mortgage, and the entire body of taxpayers 
as paymasters, the tendency will be to a less exacting 
management than would be the case if only the prop- 
erty under their management was mortgaged for the 
debts of the undertaking, and failure to earn sufficient 
to meet all requirements would mean a foreclosure 
and the loss of their occupation. The presence of such 
an obligation will be identical with that under which 
managers of private corporations work and will go 
far toward inducing a corresponding degree of effi- 
ciency. 

19 



Digitized by 



Google 



134 OHIO MUNICIPAL CODE COMMISSION. 

TIME LIMIT ON BONDS. 

Under the conditions above specified it is trnwise to 
fix too short a time limit on the maturity of bonds. 
The shorter time a bond has to run the higher must be 
the annual provision for its payment at maturity, and 
consequently the higher must be the price charged for 
the service during the life of the bond. It is unfair to 
present users to require them to pay in twenty years 
for a capital investment that may be used in perpetuity. 
The equities of the case favor long-term bonds, both 
on account of the lower rates of interest at which they 
can be placed and the lower annual requirement de- 
manded fully to pay such bonds at maturity. For 
transactions of this kind fifty or one hundred years' 
bonds should be favored. The prohibition should be 
against too short, rather than against too long, a 
term. 

GRANTS OF FRANCHISES. 

This feature of the commission's bill will require 
close and critical examination. In no single feature of 
municipal government has there been greater mis- 
-- management, or more dangerous fallacies advocated, 
than in subjects relating to franchises for public serv- 
ice industries. The limitation of space will not per- 
mit of proper discussion of this question in this article. 
It is exhaustively discussed in "The Law of Incor- 
porated Companies Operating Under Municipal Fran- 
chises,'' and in "Municipal Public Service Industries.*' 
A complete system is there discussed for the granting 
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of franchises and the regulation of the public service 
corporations operating under authority of such grants. 

The provision proposed by the commission, that all 
grants of franchises "shall require for their validity a 
popular ratifying vote at the next succeeding general 
municipal election/^ is the embodiment of true wisdom 
gained by much bitter experience. In making a new 
departure of this kind, however, it appears to be de- 
sirable and necessary that there should be a way pro- 
vided to permit existing corporations operating under 
franchises granted under legislation more wonderful 
in its variety than the historical "Coat of Many Col- 
ors," to surrender their old franchises and begin new 
under the newly created conditions. If the proposed 
new conditions are fair to investors, and just for the 
people, it is eminently desirable for both parties in 
interest that existing cofporations shall be encouraged 
to qualify under them. If they are not fair to both 
parties they should not be permitted to be enacted into 
law. 

The work of the Ohio Municipal Code Commission 
is so important, and will be so potent for good or 
evil when enacted into law, it is extremely desirable 
that every feature of it shall be criticaly examined and 
intelligently discussed. 

TAKING MUNICIPAL GOVERNMENT OUT OF 
POLITICS. 

The alarm sounded by the Hon. Edward Kibler, 
member of the Ohio Municipal Code Commission 
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(1899), calling attention to the incompatibility of party 
politics and good municipal government, was suffix 
ciently clear and loud to arrest the attention of every 
municipal citizen. Probably no recommendation made 
by this commission will be more fiercely attacked than 
the one seeking to effect an absolute divorce from parti- 
san domination of all municipal elections. So great is 
the popular confidence in the ability of the political 
machines to defeat any measure designed to curtail 
their power and hold on the offices, the comment on 
the proposition to take municipal governments out 
of politics at first sight instinctively is — "That kills it ; 
the commission can never get its measures enacted if 
it openly attacks the politicians." This may be true, 
but it can only be true because of the apathy of the 
people. That politician does not live who will not 
vote for any measure he knows to be sincerely and 
earnestly demanded by a majority of his constituents. 
The appeal of the commission is to the people, not the 
politicians. It says to the people — "This measure is 
for the purpose of safeguarding your interests. Study 
it and you will know this is so. Being for your inter- 
est, it is your business to see that your representa- 
tives in the legislature enact it into law." A failure to 
enact its measures will not hurt the commission. It 
has served its purpose, drawn its pay, and will soon 
be out of office, but the failure will hurt the people 
and set back their progress for unknown years. Will 
the people of Ohio permit this ? Let them take cour- 
age from the experience of California, and answer, 
Nol 
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The last legislature of California enacted a law re- 
quiring the holding of all party primaries simultan- 
eously and under the direction of mlunicipal election 
commissioners. The primaries of San Francisco were 
held under this law for the first time August 8, 1899, 
and resulted in the complete overthrow of what was 
known as the boss element in the local Republican and 
Democratic parties. The boss faction, which has domi- 
nated local Republican politics for years, was defeated 
by a vote of four to one. The ticket supposed to be in 
the interest of the Democratic bosses was also over- 
whelmingly defeated. The total vote cast was 32,000, 
or 50 per cent of the average vote at a biennial election. 

This experience seems to indicate that municipal 
citizens do not take part in the primary elections of 
their party because they know they cannot change the 
slate made up by the machine leaders. The secret of 
success in attempts to get citizens to take an active in- 
terest in municipal elections will be found in the re-en- 
^^^--iranchisentoit of the voters. Give all citizens reason 
for believing that their action at the polls will count 
as they desire and they will be there to exercise their 
rights. 

APPROVAL OF THE REFORM RECOMMENDED BY THE OHIO 
MUNICIPAL CODE COMMISSION. 

The reform proposed by the Ohio Municipal Code 
Commission is far more drastic than that of California 
and will be much more effective. It requires that all 
nominations for municipal offices shall be made by 



Digitized by 



Google 



138 OHIO BOARD OF COMMERCE. 

petition, that no political party shall indorse a nominee 
until after the nominations have been closed, and that 
no party emblem shall appear upon the official ballot 
This method of taking municipal government out ol 
politics is strongly approved by the "Times-Herald*^ of 
Chicago, in its editorial, August 10, 1899, commencing 
on the "Machine Defeats in San Francisco/* 

WORK OF THE OHIO STATE BOARD OF COM- 
MERCE FOR MUNICIPAL REFORM. 

Over four years ago the Ohio State Board of Com- 
merce took up the work of municipal reform. To the 
work of this board the Ohio Municipal Code Commis- 
sion is indebted for its existence. That this board 
knew what it wanted and had a clear conception of 
what was needed to. accomplish its purpose is shown 
by the following resolutions adopted by it April 10, 
1895. This action was right then. It is right now. 

"Whereas, It is apparent that real and substantial 
reform in municipal government cannot be attained by 
special legislative enactments for the treatment of 
separate municipal evils, but must be reached by gen- 
eral laws establishing conditions which will enable the 
people themselves to adopt and enforce reform policies ; 
and 

"Whereas, The classification of cities, contrary to 
the terms and intent of the Constitution, has resulted 
in an enormous mass of special legislation, destroyed 
the safeguards against extravagance, promoted enact- 
ments against the interests and desires of the people of 
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the municipalities, deprived them of the opportunity 
to adopt reforms and provide for their normal develop- 
ment, and tends to mihimize their individual responsi- 
bility for safe and effective government ; and 

"Whereas, The spoils system of dispensing official 
patronage is destructive to competent and honest offi- 
cial service, and is condemned by the best thought of 
the age in all advanced communities ; and 

"Whereas, The confusion of legislative and executive 
functions in the departments of city government is 
contrary to the spirit of our institutions and impairs 
or destroys the checks and balances without which 
good government is impossible ; and 

"Whereas, The responsibility of municipal officers to 
their constituents for good government must be largely 
inoperative, or ineffective, without authority on the 
part of the electors to determine the local policies that 
shall be enacted and enforced ; therefore, it is 

"Resolved, By the conference of the Ohio State 
Board of Commerce, that the General Assembly be 
respectfully and earnestly petitioned to repeal the clas- 
sification of cities and to provide for the government 
of all cities by laws uniform in their operation through- 
out the state; and 

"Resolved, That such general laws should provide 
for the complete separation of legislative, executive 
and judicial functions in city government, and assure 
direct responsibiltiy to the electors for faithful and effi- 
cient official service ; and 

"Resolved, That, so far as practicable, all the sub- 
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ordinate officials, below the rank of heads of depart- 
ments, should be placed under civil service rules as to 
their appointment and discharge; and 

"Resolved, That it is essential and necessary to the 
inception, development and adoption of reform meas- 
ures adapted to the needs of the several cities of the 
state that the people of these cities shall be accorded 
the fullest degree of home rule consistent with the 
provisions of the Constitution ; and 

"Resolved, That the General Assembly be also pe- 
titioned to establish a bureau for the collection and 
tabulation of mimicipal reports, which should be pre- 
pared by municipal officers, in a uniform manner, to be 
prescribed by the head of such bureau, in order that 
correct comparison of municipal expenses may be 
made/* 

These resolutions have been unanimously indorsed 
and approved by the Commercial Club of Akron, the 
Board of Trade of Medina, the Board of Commerce 
of Tiffin, the Builders* Exchange of Cincinnati, the 
Board of Trade of Painesville, the Master Plunibers* 
Association of Cleveland, the Board of Trade of Mas- 
sillion, the Chamber of Commerce of Lorain, the Board 
of Trade of Portsmouth, the Board of Commerce of 
Oberlin. 
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IS THIS BUSINESS HONOR? 

A person was induced to invest $5,000 in a mining 
claim in Colorado by a smooth-tongued promoter, who 
delivered a bond and lease on the property for $30,000 
with the cash payment mentioned. After the deal 
was closed and the money paid the buyer became sus* 
picious and had the promoter arrested in an attempt 
to recover the money, but the transaction was regular 
and the buyer becanns a miner against her will. Her 
standard of honor was of that flexible kind that per- 
mits one to do as he has been done by. She therefore 
proceeded to cover her supposed loss by "letting in*' 
a few friends (?). In due course of time a rich 
"strike** was made on this claim, which, of course, was 
kept quiet as long as possible, to enable those on the 
inside to "do" some more of their friends by buying 
stock at a nominally low price. As soon as the value 
of the "strike** became known, the stock jumped from 
13 to 30 cents. Now the sellers are kicking themselves. 
The people suffer more from this kind of business cun- 
ning than they do from any other cause. When in the 
toils of such manipulators, imiocence or ignorance is 
dealt with as a lamb in the claws of a hungry lion. 
Greed and hunger have no mercy, no honor. 



Digitized by 



Google 



14^ PROTECTION FOR TAXPAYERS. 

PROTECTION FOR TAXPAYERS. THE 
LEAVEN BEGINNING TO WORK. 

A criticism on the report of its committee on "Mu- 
nicipal Program/^ made to the National Municipal 
League at its meeting at Indianapolis, December, 1898, 
directed attention to the fact that "bonds issued for in- 
dustrial imdertakings should be secured only by a 
mortgage on the franchise, property and income of the 
undertaking, and should not be provided for by taxa- 
tion.'" 

It appears that some taxpayers have been thinking 
over this proposition and have given expression to their 
conclusions. An account of the defeat of a proposal 
to levy a tax on all property within the corporate limits 
of Pekin, 111., given by the "Times^' of that town, clearly 
shows that the taxpayers have been brought to a 
realizing sense of the situation in which they would 
place themselves by voting a mortgage on their prop- 
erty for the purposes of an industry that should be en- 
tirely self-supporting. The "Times^^ states the whole 
problem with exactness when it advises the council, 
if it desires to have the town own and operate a munici- 
pal waterworks, to buy the works on the democratic 
plan of making them pay for themselves. 

There is no sound reason why the example of the 
voters of Pekin should not be followed in every in- 
stance when a proposition to mortgage taxpayers' prop- 
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erty for the purpose of acquiring a public service in- 
dustry is submitted to them. If such an industry can- 
not be made to earn sufficient to pay all costs of 
ownership and operation, and to provide for the final 
payment of bonds issued on its account, a proposition 
to give taxpayers' property for security is a proposi- 
tion to tax such property for the benefit of the users 
of the industry. When the people learn, by establishing 
efficient municipal governments, that they can acquire 
public service industries on the democratic plan of 
causing them to pay for themselves, they will have 
learned an important lesson in the art of self-help 
and will advance the line of progress in the art of 
self-government. We hope the leaven will continue 
to work. 

WOMEN'S ECONOMIC PROBLEMS. 

Economic principles, like all agents of natural forces, 
are no respecters of persons. They are for no age, no 
race, no class, no sex; they are for all humanity, all 
countries and all times. Economic laws interpret and 
apply mtoral laws to the affairs of life. . They affect all 
conditions and every person, man, «voman or child. 
In the study of economic problems, those have most to 
gain from correct interpretations and applications of 
economic laws who have suffered most from past 
errors. It is a decidedly good omen, therefore, when 
women engaged in studying questions for the better- 
ment of conditions of human life are brought to realize 
that ''the science of economics is at the bottom of 
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nearly all their problems/' This statement in Mrs. 
Henrotin's report to the United States Department 
of Labor <mi the work of women's clubs (1899) indi- 
cates the tendency of a movement that is destined to 
wield greater influence over the course of events in 
the twentieth century than the armies and navies of 
the world. 

During a national conference of "settlement work- 
ers," held at Hull House, Chicago, March, 1899, the 
economic problem was observed to be of all others 
the one that lay at the very heart of every question 
for the betterment of the conditions of the poor. So 
vividly are these evangels of goodwill impressed with 
the galling bonds of economic conditions upon those 
their labors are designed to assist, it is creditable to 
their hearts if their sympathies at times overmaster 
their judgment. When this is the case they do not see 
with sufficient clearness, while all should work most 
earnestly for every betterment of economic conditions 
that can be affected by law, none should for a mtoment 
be permitted to blame existing law for his present 
personal economic conditions in any respect in which 
it is the result of his own misconduct. Economic law 
fulfills moral law. It is, in fact, the material manifes- 
tation of the spiritual ordering of life. In neither 
economic nor moral law, is there provision for escape 
from responsibility for individual conduct. 

The gains of the nineteenth century have been won 
almost entirely as the results of wars. The gains of 
the twentieth century will be won almost entirely as 
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the results of a more perfect education of all the people. 
Of this fact the tremendous educational force repre- 
sented by the women^s clubs of this country, that have 
seized upon the science of economics as the key to the 
solution of their problemte, is the prophecy, and is cer- 
tain to be the fulfillment. No such force as this was 
known during the first three-quarters of this century. 
Women learned to work for the public good in a 
large and an organized way during the civil war. 
Since then the tendency has been to broaden woman^s 
sphere of action in industry, the professions, science 
and art. More than in all of these, in the sphere that 
is peculiarly woman's own, social and humanitarian 
activities have broadened and developed until they 
envelop the whole of the human pyramid from base to 
apex. To all who work for the right, however and 
wherever called, all who wish the right to prevail can 
but extend words of encouragement and good cheer. 

WHEN YOU SEE A GOOD THING, PUSH IT 
ALONG. 

This very expressive phrase was once a popular 
saying, employed to give point to many lessons. Those 
who advocate any truth or reform find their own force 
neutralized, not by their opponents, but by their friends. 
Most people, when they have bought a publication, 
read its contents and exclaimed, — "That is the right 
kind of stuff," — seem to think their entire duty done. 
It never occurs to them that the entire work of getting [ / 
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a truth accepted, or a reform adopted, is contained in 
the problem of how to get the propositions considered 
by those who are opposed to them. People do not usu- 
ally buy publications advocating propositions in oppo- 
sition to their own views, therefore they know nothing 
of what is being said by the other side unless some way 
can be found of forcing it on their attention. This 
can be done by passing an article from one person to 
another more effectively and with less effort or ex- 
pense than in any other way. If each reader would 
systematically clip an article or mark a paper, express- 
ing views or giving information that would do him 
good in his own business if generally understood and 
accepted, or order a few copies to be sent to persons 
it will be a help to him to have interested and in- 
fluenced in a right direction, the work of disseminating 
correct economic principles and information would be 
enormously effective and widespread. To illustrate, 
one subscriber writes: "Send me five copies of the 
issue of July 29, 1899, containing Taxpayers Take the 
Risk,' and five copies of September 30, 1899, contain- 
ing Mr. Gemunder's paper. These articles are very 
valuable and should be read by all who are interested 
in this important subject." Another subscriber writes : 
"Mail twelve copies to inclosed addresses and send us 
thirty-eight copies, issue for October 21, 1899." One 
orders fifty copies, issue of September 23, 1899 ; others 
order 100 copies, issue of October 28, 1899; and the 
last order is for 250 copies, issue of November 4, 
1899. 
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If every subscriber, when he sees a good thing, will 
''push it along'' in this way, he will find in the results 
of such work the best return he ever had for a like 
investment of effort or money. The publisher fur- 
nishes the seed. Readers must plant the seed where 
it will do the most good if an abundant harvest is to 
be obtained. 
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Accountability, Duty of 104 

Accounting, Municipal. See Muniicipal Accounting. 

Public, and Auditing 12, 13 

Akron (Ohio) Commercial Club 140 

American Municipalities, League of. See League of 

American Munifcipalities. 
American Society of Municipal Improvements 8, 113, 115 

Report 115 

Anglo-Saxon Superiority 24 

Anglo-Saxons, More Hostile to Socialism than German 

or French 24 

Appeal, Right of 21 

Appeals, Court of 53 

Army, Honor of 107 

Bemis, Edward W iii 

Berlin, Suburb of . ; 80 

Board of Commerce, Indiana State 14 

Ohio State 138-140 

Board of Railway Commissioners, Michigan 108 

Board of Tax Review, Responsibility of 78 

Bonds, Secured by Mortgages on Franchises 132, 142 

Time Limit on 134 

Boss Element in California Politics 137 

Boss, Tyranny of 106 

Bryan, William Jennings, Quoted 25 

Cahoon, J. B., Vice-President National Electric Light As- 
sociation, Quoted 118 

Capitalization of Public Service Industries 47 

Cincinnati (Ohio) Builders* Exchange 140 

Classification of Cities 138 

Cleveland (Ohio) Master Plumbers* Association 140 

Columbus (Ohio) Convention League of American Mu- 
nicipalities 120 

Columbus Street Railway Company's Profit-Sharing Sys- 
tem 99-101 

Comparisons, Basis for 120 

Compensation for Rights of Franchise SO 

Property-Owners Entitled to 41 
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Competition Cannot Continuously Exist Where Combina- 
tion Is Possible 28, 82, 83 

Cheapens Prices 80-84 

Evil of 17-28 

Fallacy of 27-34 

Permitting Duplication of Plants 35 

Should Be Prohibited 40 

Corporations 26, 38, 41, 49 

Attacks on» Popular 57, 71 

One More Economical Than Two 82 

Pay More Taxes 52 

Vs. Municipality 39, 109 

See also Public Service Industries. 

Court of Appeals 53 

Cost — Entire and True, Shown by Public Accounting. 123, 130 

Increased by Dividing Demand 31, 80, 81 

Plus Reasonable Profit 31, 47, 81 

To Users and Taxpayers 50, 120 

Cost-Taking, Art of 97 

Debt, Limitation of Municipal 84, 132 

Democracies, Sin of 4 

Demolins, Edmond 23 

Department of Labor 10, 116, 121, 144 

Detroit, Long Term Franchise Granted 42, 40 

Street Railway CommfSsion, Work of 108-113 

Dewey, Admiral 6 

Dollar Worth $1,000 125 

Duplication Fatal to Cheapness to Public and Profit to 

Corporations 40, 81 

Duty of State to Taxpayer 75 

Of Taxpayer , 70 

Patriotic 10, 11 

Public I 

Restraining Influence of 105 

Earning Power, Market Value Determined by 48, 55 

Regulation of 95 

Right to Capitalize 46, 55, 56 

Economic Education Must Precede Legislation 27 

Economic Fallacies 2, 3 

Economic Heresy 72 

Economic Principles 17 

Correct 2, 28, 33 

Dissemination of 140 

Handicapped 11 
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Teachers of i, 11 

Women's 143 

Electric Light Association, National. See National Elec- 
tric Light Association. 

Electric Street Lighting 115, 124 

Eminent Domain 50, iii 

Fallacies, Economic 3 

First Principles of Liberty and Law 102-107 

Ford, Senator 53, 59 

Ford Amendment to the Tax Law (New York) 51-59 

Character of 51-58 

Constitutionality of 61-70 

Defects in 58-70 

Effect Contrary to What Was Expected 51-58 

Indefinite 62 

Politically Inexpedient 68 

Uncertain 64 

Unfair 64 

Unsound in Principle 65 

Foulke, William Dudley 14 

Free Contract, Right of 47 

France, Savings Bank Deposit 94 

Franchises, as Real Property 53, 57 

Compensation for Rights of 50 

Competing 31, 32 

Corporate 38 

Defects of Ford Franchise Tax Law 59-70 

Definitions of. 

Author's 52 

Ford's 59 

Legal 60 

Supreme Court of U. S 61 

Ford's Amendment to Franchise Tax Law 51-59 

Grants of, Diiscussed by Ohio Municipal Code Com- 
mission 134 

Long Term 47, 110,112 

Method of Determining Value of 53, 54, 59, 61 

Municipal 38-50 

Perpetual 31, 50, 53 

Short Term 49, 50, iii, 113 

Title Vested in Municipality 39 

Gains in the Nineteenth Century 90, 9^, 144 
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Germany, Scheme of Economic Students 96 

Government, Cause of Existence « 76 

Of Law 89 

Government, Local, Cause of Evils in 5 

Inefficiency of 4 

Improvement of 127 

Out of Politics X3S 

Remedies for Evils in 5, 6 

Success of 130 

Great Britain, Savings Bank Deposit 

Scheme of Economic Students 

Greenback— Free Silver Craze 72 

Henrotin, Mrs 144 

Herrman, August, Commissioner Waterworks, Cincinnati. 113 

Home- Rule 140 

Not Infringed by a State Prescribed System of Ac- 
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Honesty 124-127 

Honor, Business 141 

False Standard of , 126 

Of the Army 107 

Honorable Challenge Honorably Accepted 122 

Hull House Convention of Settlement Workers 144 

Hunter, D., Jr 115 

Improvements 44, 45, 84 

American Society of Municipal. See American So- 
ciety of Municipal Improvements. 

Of Municipal Government 127, 138 

Indiana, County and Township Government Conunission. is 

Legislature 14-10 

State Board of Commerce 14 

Supreme Court Decision of 27 

Industrial Socialism 71 

Interest, Employe's and Employer's 98 

Individual, Private, Public, How Best Served 2 

People's, Not Served 28 

Investigation, By National Electric Li^ht Association and 

League of American Municipalities 1x6-120 

By United States Department of Labor 116, 121 

Italy, Savings Bank Deposit 94 

Johnson, Tom 112 
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See also Law. 
Keating, Commissioner, New York 87 
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Kiblcf, Edward, Member Ohio Municipal Code Commis- 
sion 135 

La Science Sociale 23 

Labor, United States Department of. See Department of 
Labor. 

Law, Careful of the Poor and Helpless 90 

First Principles of 102-107 

Government of 89 

Judge-Made 54 

Law of Incorporated Companies Operating Under Mu- 
nicipal Franchises 93» 112, 134 

League of American Municipalities 8, 121 

Action of 119 

Investigation to Find Truth About Public Lighting. . 

116-124 

Lease 38 

Legislation, Revision of Economic 35*38 

Legislature, California i37 

Indiana 14-16 

Michigan 108 

Ohio 127 

Liberty, First Principles of 102-107 

Vs. License 105 

License 38, 105 

Lorain (Ohio) Chamber of Commerce 140 

Low Rates, Fundamental Requirements for 45 

Low Fares 112 

Lowest Rates or Cash Revenue ? 42 

Market Value of Securities Determined by Earning Power 

48-55 

By Use of Capital and Ability of Corporation 66 

Massillon (Ohio) Board of Trade 140 

Medina (Ohio) Board of Trade 140 

Monopolies, Definition 34 

Inefficient Public Regulation of .* 41 

Natural 16, 34 
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Regulation of 12 
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Must Be Reflated by State Laws 9, 7Sf 76 

Objective Point of . . . *. • 76 

Ohio Municipal Code Commission Adopted System 

of 129-133 

Possibilities of Good Results from Uniformity in.... 13 

Taxpayers Must Insist on System 23 

Valuable Purpose of Uniformity in 8 

Want of Uniformity in lai 

Municipal Administration, a Profession 129 

Municipal Advocates 85, 109, no, 121,122 

Municipal Code Commission, Ohio. See Ohio Municipal 
Code Commission. 

Municipal Council 82, 84 

Municipal Data, Bureau of lO 

Committee of the American Society of Municipal Im- 
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Municipal Election Commissioners, California 137 

Municipal Franchises. See Franchises. 
Municipal Government. See Government, Local. 

Municipal Improvements .,,.. 44, 45; 84 

American Society of 8, 113, 115 

Municipal Indebtedness, Limit of 84,132 

Municipal Ownership and Operation of Public Service 

Industries 37, 3^41, 130-132 

Compared with Private 95 

Illogical 86 

Obstacles to 85 

Plank in Platform of Three Political Parties 73 

Problem of 70 

Municipal Public Service Industries. See Public Service 

Industries. 
Municipal Self-Govemment. See Government, Local. 

Municipal Socialism 70 

Municipalities, League of American. See League of 
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Municipality 9, 21, 39 

National Electric Light Association, Proposal *Made to 

League of American Municipalities 116-124 

National Public Service Industries 19 
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New York Central, Property of 60 
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Norway, Scheme of Economic Students.. • • 



Digitized by 



Google 



TOMCAL INDEX. 1 57 

Oberlin (Ohio) Board of Commerce 140 

Officeholder, Promotion, Re-election, Retirement of 6, 7 

Qualifications of 20 

Ohio Municipal Code Commission. 

Approval of I37 

Features of Bill Proposing Municipal Reforms. 

Accounting, Uniform 129 

Civil Service 128 

Grants of Franchise 134 

Limit of Municipal Indebtedness 132 

Limit of Time on Bonds 134 

Ohio State Board of Commerce 138 

Over-Capitalization, Evil of 46 

Remedy for 49, 55, 56 

Ownership and Operation of PubUc Service Industries. 

See Municipal Ownership. 

Ownership, Deed S3 

Includes Right to Use 63 

Public vs. Private 37, 95 

Patriotism r 4 

Painesville (Ohio) Board of Trade 140 

Peace, Patriotism of 4 

Vocation of 28 

Pekin (111.), Taxpayers of 142 

"Times" 142 

Pingree, Hazen S., Giovernor Michigan and Street Rail- 
way Commissioner 45, 108, 110-112 

Politicians, Power of 136 

Poor, Cared for by Law 90, 144 

Portland (Indiana) Natural Gas and Oil Company. .. .27-34 

Portsmouth (Ohio) Board of Trade 140 

Price Based on Cost Plus Profit 31, 81 

Primaries Held Under Municipal Election Commissioners 137 
Principles, Economic. See Economic Principles. 

Of Liberty and Law, First 102-107 

Profit-Sharinf 98-101 

Promotion, Gradation of 6, 7, 131 

Property-Owners Entitled to Compensation 41 

Rights 43-46 

See also Taxpayers. 

Public Policy, Best 16 
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Economic Principles 28 

Correctly Determined and Administered 2 
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False Guides for g, 88 
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Public Service Industries, By Nature Monopolies 16 

Capitalization of 47, 48 
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Definition of 16 
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ship and Operation of Public Service Industries. 

Public Policy Regarding 2 

Scientific Regulation of 18, 23, 133 

Standard to Test Public Benefits Derived from 40 

State 10 

Public Service Regulation, Municipal Board of 18 

National Board of 19 

State Board of 19 

Publications Advocating Your Views 145 

Opposing Your Views i, 145 

Push It Along 145 

Qualifications of Officeholders 20 

Quit, Right to 103-106 

Quitter Compared to Suicide 105 

Racine (Wis.), Occurrence Reported from 125 

Rates ....42,45, 55 

Real Property, Franchise Defined as 53, 55 

Re-enfranchisement of Voters 137 

Resolutions of Ohio State Board of Commerce 139 

Right of Appeal 21 

Of Free Contract 47 

Of Eminent Domain 50, 11 

Of Other Man to Take a Job 106 

Of Ownership in Perpetuity 53 

Of Franchise 52 

Public 47 

To Capitalize Earning Power 46 

To Lease Property Is Right to Use 63, 67 
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To Own Property Attacked 73 

To Quit 103 

To Use Property Valued as Property 63-66 

Rights and Duties Must Be Respected 107 

Equal 91 

Of Labor 102 

Rowell, U. S. Recruiting Officer 107 

Russia, Savings Bank Deposit 94 

Savings Bank Deposits of Several Countries 94 

Schmidt, Carl E 108 

Securities 43, 55 

Seligman, Edwin R. A., Columbia University, Quoted. .60, 62 

Settlement Workers, National Conference 144 

Sheldon, Robert E., President Columbus Street Railway 

Company 99 

Smith, Edwin Burritt, Quoted on Municipal Franchises. .38-50 

Smith, E. J 96 

Social Increment 45, 46, 80 

Socialism. 

Industrial 71-73 

Municipal 70 

Origin of , 23-25 

Un-American 24 

Spoils System 139 

State Board of Commerce, Indiana 14 

Ohio 138-140 

State Public Service Industries 19 

Staten Island Ferries 88 

Statesman, True 93 

Stevenson, Elliott G 108 

Stock, Watered 56, 57 

Street Cleaning, Amount Spent for in New York 87 

Street Railway Company, Columbus 99 

Detroit 108-113 

Sweden, Scheme of Economic Students 96 

Syracuse (N. Y.^, Convention of League of American 
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Tammany Scheme 88 

Tax Assessments 77 

Law, Ford Franchise. See Ford Franchise Tax Law. 
Review, Board of. See Board of Tax Review. 
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State Delegating Power of 130 

Uniform Rule of 55 

Taxpayers, Benefits to 44, 79 

Burdens on 84 

Cost of Public Services to lao 

Damages to 43, 79 

Danger to 85 

Deluded 23, 70 

Honesty of 126 

Insisting on Technical Rights 80 

Pa^ Cost of Maintenance and Operation of Free 

Services 74 

Paying Deficit 43 

Protection of 43, 133, 142 

State's Duty to 75 

Three-Cent Fare 109 

Tiffin (Ohio) Board of Commerce 140 

Trade Movement, New : . 96 

Trusts, Bryan's Definition of 25 

Truth, Dissemination of i, 146 

Tyranny of Boss 106 

United States Department of Labor. See Department of 
Labor. 

United States' Money Power 94 

United States' Savings Bank Deposit 94 

United States Supreme Court, on "Franchise" 62 

Wage- Workers and Employers Co-operating 96 

Wages Determined by Selling Price 96 
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